VOLUME 14

&3
UTTERA 4?&
LCRIPTA
MANEY §

1934 <P
UpyED 2

NUMBER 96

Washingion, Thursday, May 19, 1949

i bl

TITLE 7—ACRICULTURE

Chapter [—Production and [larketing
Admumsiration (Standards, Inspec-
tion, Marketing Practices), Depori-
ment of Agriculiure

PsrT 51—FRUITS, VEGETABLES AWD OTHER
FropocTts (INSPECTION, CERTIFICATION
AND STANDARDS)

UNRITED STATES CORSULIER STANDARDS FOR
FRESH SPINACH LEAVES

Revised United States Consumer
Standeards for Fresh Spmach Leaves are
hereby promulgated to supersede the
standards (7 CFR 51.324) which have
been n effect since February 28, 1848.
The giving of prelimunary notice, en-
gaging 1n public rule making procedure,
and postponement of the effective date
hereof (60 Stat. 237; 5 U. S. C. 1001 et
seq.) with respect to thus revision are,
for the rezsons heremafter set forth,
mmpracticable and contrary to the pub-
lic interest.

The following revised United States
Consumer Standards for Fresh Spimnach
Leaves are hereby promulgated pursuant
to the provisions of the Department of
Agniculiture Appropnation Act, 1949
(Pub. Law 712, 80th Cong., 2d Sess., ap-
proved June 19, 1848) to become effective
upon publication in the Feperan
KREGISTER:

§51.354 Consumer standards Jjor
fresh spinach leaves—(a) Grades. (1)
U. S. Grade A shall consist of spmach
leaves of sumilar varietal characteristics
which are fresh, clean, well trimmed, and
of reasonably good green color, and
which are free from coarse stalks, seed-
stems, seedbuds, crowns and roots, sand-
burs or other kinds of burs, soft rot and
from damage caused by clusters of
leaves, leafi stems without blades, dis-
coloration, ireezing, foreign material,
disease, insects, mechanical or other
means. Spmach on the shown face shall
be reasonably representative in size and
quality of the contents of the container,

(i) Incident to proper grading and
handling not more than 5 percent, by
weight, of the spinach 1n any lot may be
small pieces of leaves, not more than
5 percent of the spinach leaves may be
damaged by clusters, and not more than
3 percent may fail to meet the remain-
g requirements of the grade, including

not more than 1 percent for serlous
damage: Provided, That no tolerance
shall be permitted for sandburs or other
kinds of burs.

(2) U.-8. Grade B shall consist of
spinach leaves which meet the require-
ments for U. S. Grade A, except that they
shall be reasonably clean, and except for
the lIncreaced tolerances for defccts
specified below.

(i) Incident to proper -grading and
handling, not more than 10 percent, by
weight, of the spinach in any lot may be
small pieces, not more than 10 percent
of the spinach leaves may be damaged
by clusters, and not more than 5 percent
may fail to meet the remaining require-
ments of the grade, including not more
than 2 percent for serious damare: Pro-
vided, That no tolerance sholl be per-
glitted for sandburs or other kinds of

urs.

(b) Off-Grade spinach lcaves. Spin-
ach leaves which fail to meet the re-
quirements of either of the forcfoing
grades shall be Off-Grade spinach leaves.

(¢) Dezfinitions. (1) “Similar varietal
characteristics” means that the spinach
leaves shall be generally of one type, as
crinkly leaf type or flat leaf type. 1o
mixture of varleties shall be permitted
which materfally affects the appearance
of the lot.

(2) “Fresh” means that the leaves are
not more than slightly wilted.

(3) “Clean” means that the spinach
does not show more than a troce of grit,
sand, dirt, silt, muck or other similar
water insoluble, inorganic material.

(4) “Well trimmed” means that the
leaf stems or petioles are not excessively
long in relation to the size of the leaf
blades.

(5) “Damage” means any injury or
defect which materfally affects the ap-
pearance, or the edible, shipping or l:eep-
ing quality of the Individual leaves or
of the lot as a whole. The following de-
fects or any combination of defects the
serlousness of which exceeds the amount
allowed for any one defect shall be con-
sidered as damage:

(1) Clusters, when there are more than
3 leaves attached, except that clusters
of heart leaves with any number of
leaves shall not be considered as dam-
aged, provided the length of the longest
leaf in the cluster is not over 3 inches.
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(i) Leaf stems without blades at-
tached when present to such an extent
as to materially affect the appearance
of the lot, or when the individual stom
is damaged.

(dii) Discoloration, when the appear-
ance of the leaf is materially affected.
Heart leaves which are yellow or partially
blanched shall not be considered ns dam-
aged by discoloration.

(iv) Mechanical damage, when the
leaf s very badly crushed, torn or broken,
(Owing to the many necessary handlings
in the harvesting, icing, shipping, sort«
ing, washing, and packing operations in
preparing spinach for consumer use some
leaves are crushed, torn or broken but
only those leaves which are very badly
crushed, torn or broken shall be consid-«
ered as damaged by mechanical means.)

(6) “Serious damsage” means any in-
jury or defect which serfously affects the
appearance, or the edible, shipping or
keeping quality of the individusl leaves
or of the lot as a whole. The following
defects shall be considered as serlous
damage:

(1) Badly discolored leaves,

(i) Leaves severely affected by mil-
dew or white rust.

(iil) Leaves on which insects are pres-
ent, or leaves which are seriously dam-
aged by insects.

(iv) Leaves which are affected by soft
rot.

(v) Weeds, grass or pleces thereof, ond
other extraneous matter,

(7) “Reasonably clean” means that
the spinach is reasonably free from grit,
sand, dirt, silt, muck and other similar
water insoluble, inorganic material,

() Efective time and supersedure,
The foregoing revised United States
Consumer Standards for Fresh Spinach
Leaves (which are the second issue)
shall become effective upon publication
in the PepErAL REGISTER and thereupon
supersede ‘the United States Consumer
Standards for Fresh Spinach Leaves (7
CFFE, 51.394) which have been in eflect
since February 28, 1948.

For the reasons hereinafter set forth,
it is hereby found and determined that
it is impractical and contrary to the pub-
Hc interest to give preliminary notice, en«
gage in public rule making procedure,
and postpone the effective date hereof
until 30 days after publication in the
FeDIRAL REGISTER (60 Stat, 237; 6 U. 8. C,
1001 et seq.)

Since February 28, 1948, the effective
date of the current provisions of the
United States Consumer Standards for
Fresh Spinach Leaves (7 CFR 51.394),
packers have been using such standards
in packing their fresh spinach leaves.

During the past several months, the
Department has conducted extensive in«
vestigations and carefully appraised the
proposed changes. Discussions have
been carried on with interested parties
to obtain their views and comments ag
well as the benefits of their expetiences
and practices. Also, & large number of
gamples have been anslyzed by the De-
partment with such interested parties,
After the use, study and iInvestigations,
as aforesaid, of the current standards,
interested parties have now requested
that certaln modifications be made
therein.
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‘The foregomng revised standards mod-
ify the present grades by (1) increasing
the tolerances for clusters of leaves, and
(2) decreasing the tolerances for small
pieces of leaves. Interested parties have

Andicated to the Department of Agri-
culture that if the present grades are so
modified, such modifications will make
the standards more equitable and
workable.

Interested parties are now strongly
urging that the current standards be
revised, as set forth heremn, and made
effective as soon as practicable in order
that they may be used as a basis for
packing and selling the current crop of
spinach. Therefore, no apparent useful
purpose would be served, at this time,
by giving prelimnary notice, engaging
in public rule making procedure, and
postponing the effective date hereof
(Pub. Law 712, 80th Cong.)

Done at Washington, D. C,, thus 13th
day of May 1949,

[sEATL] Jorx 1. TEOLIPSON,
Assistant Admimsirator Pro-
duction and IMarkeling Ad-
manstration.

[F. R. Doc. 49-3989; Filed, May 18, 1949;
8:49 a. m.}

TITLE 16—COMMERCIAL
PRACTICES

Chapter I—Federal Trade
Commussion

[Docket No. 55901

PART 3—DIGEST OF CEASE AND DESIST
ORDERS

4 ADOLY¥O ENRIQUE BESOSA

§ 3.6 (1) Advertising falsely or mislead-
ingly—qualities or properties of product
or service: §3.11 (e) Negleciing, un-
Jairly or deceptively, to make material
disclosure—safety. In connection with
the offermg for sale, sale or distribution
of respondent’s medicinal preparation
designated as “Becker’s Pills” and as
“Pastillas de Becker,” or any preparation
of substantially similar composition or
possessing substantially similar proper-
ties, under whatever name sold, dissem-
inating, etc.,, any advertisements by
means of the United States mails, or in
commerce, or by any means to induce,
ete., directly or indirectly, the purchase
in commerce etc., of said preparation,
which advertisements represent, di-
rectly or by implication, (a) that said
preparation will have beneficial effect in
counteracting or ofisetting damage to
the kidneys resulting from the excessive
use of alecohol or resulting from any
other cause; (b) that said preparation
will restore the normal functions of the
kidneys or bladder or will cause said or-
gans to act 1n 2 normal manner by stim-
ulation or otherwise; (¢) that said prep-
aration wilt relieve or correct swollen
ankles, pains in the regions of the back
or waist or in any other region, or &
burning sensation in the urethra or
scanty or too frequent urination; or (d)
that said preparation constitutes a com-
petent or effective treatment for any
disease or disorder of the kidneys or
bladder; or which advertisements fail to

FEDERAL REGISTER

reveal (a) that the juniper ofl in sald
preparation will irritate normal kidneys,
and that its use by a person whose kid-
neys are diseased may result in cerious
injury: and (b) that each of the drugs
digitalis and squill in sald preparation
tends to accumulate in the body, and
that the use of these drugs, or elther of
them, over a pericd of time may result
in serious injury to the heart and circu-
latory system of the user, and that sald
drugs should only be used at the direc-
tion and under the supervision of a qual-
ified physician; prohibited. (Sec. 5, 38
Stat. 719, as amended by sec. 3, 52 Stat.
112; 15 U. S, C,, sec. 45b) [Cease and
desist order, Adolfo Enrique BEe:o:a,
Docket 5580, March 22, 1249]

At a regular session of the Federal
Trade Commission held at its ofiice in
the city of Washington, D. C,, on the
22d day of March A, D. 1849,

This proceeding having been beard by
the Federal Trade Commission upon the
complaint of the Commission and the
answer of the respondent thereto, in
which answer said respondent admitted
all the materlal allegations of fact seb
forth in saild complaint and walved all
intervening procedure and further hear-
ing as to said facts; and the Commlission
having made its findings as to the facts
and its conclusion that the respondent
has violated the provisions of the Fed-
eral Trade Commission Act:

It is ordered, That the respondent,
Adolfo Enrique Besosa, individually and
trading as A. E. Besosa Co. and the
Becker Medicine Co., or trading under
any other name, and his agents, repre-
sentatives, and employees, directly or
through any corporate or other device,
in connection with the offering for sale,
sale or distribution of respondent's
medicinal preparation now deslgnated
“Becker’s Pills” and as “Pastillas de
Becker” or any preparation of substan-
tially similar composition or possessing
substantially similar propertles, under
whatever name sold, do forthwith cease
and desist from:

(1) Disseminating or causing to be
disseminated any advertizement by
means of the Unlted States mails or by
any means in commerce, as ‘“commerce"
is defined in the Federal Trade Commis-
sion Act, which advertisement reprezents,
directly or by implication:

(a) That sald preparation will have
beneficial effect in counteracting or off-
setting damage to the kidneys rezulting
from the excessive use of alcohol or
resulting from any other cause;

(b) That said preparation will restore
the normal functions of the kidneys or
bladder or will cause said organs to act
in a normal manner by stimulation or
otherwise;

(c) That sald preparation will relieve
or correct swollen ankles, pains in the
regions of the back or walst or in any
other region, or a burning sensation in
the urethra or scanty or teo frequent
urination;

(d) That said preparation constitutes
a competent or effective treatment for
any disease or disorder of the lddneys
or bladder.

(2) Disseminating or causing to be
disseminated any advertisment by means
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of the Unfted States mails or by any
means in commerce, as “commerce” 1S
defined in the Federal Trade Commission
Act, which advertizement fails to reveal:

(a) That the Junipzr Ol in sad
preparation will irritate normal kidnsys,
and that §ts use by a person whese kd-
neys are diseaced may resulf 1in serious
injury* and

(h) That each of the drugs digitalis
and squill in said preparation tends to
accumulate in the bady, and that the usz
of these druzs, or elther of them, over 2
pzriod of time may result in gerigus in-
jury to the heart and circulatory system
of the user, and that said drugs should
only ba uced at the direction and under
the suparvision of a qualified physician.

(3) Dis:eminating or causing to be
dicceminated any advertizement, by any
means, for the purpose of indueing, or
which s likely to induce, directly or indi-
rectly, the purchase in commerce, as
“commerce” is defined in the Federal
Trade Commission Act, of said prepara-
tion, which advertisement contamns any
of the representations prohibited in
paracraph (1) hereof or which fails to
comply with the affirmative requirements
cet forth In paragraph (2) hereof.

It 1s further ordered, That the re-
spondent shall, within sizty (68) days
after service upon bim of this order, file
with the Commizsion a report in writing
setting forth In detail the manner and
fmém in which he has complied with this
order.

By the Commission.

[szaLl D. C.Damzz,
Secrctasy.
[F. R. Doc. 42-3370; Filed, May 18, 1043;
3:48 2. m.]

TITLE 26—INTERNAL REVENUE

Chapter |—Bureau of Internal Reve-
nue, Depariment of the Treasury

Subchopter B—Estale end Gift Toxes
{T. D. ££33]

Panr 81—EstAtz Tax Unper CEARTER 3
or THC Intennar Revernoe Cobz, As
A1ENDED

1TISCELLANEQUS ALIENDIIENTS

On November 6, 1943, notice of pro-
posed rule-making, rezardihg the estate
tax provisions of the Revenue Act of
18483, enacted April 2, 1243, and Fublie
Law 869, 80th Congress, approved July
1, 1948, was published in the FrperaL
Recistzn (13 B R. 6364)  After con-
slderation of all such relevant matter as
was prezented by inferested persons re-
garding the rules proposed, the amend-
ments to Rejulations 105 (26 CER, Part
81) set {forth below are hereby adopted.
Such amendments are necessary in or-
der to conform such reculations to the
Revenue Act of 1948 and Public Lavw 869,
£0th Congress.

PanagnarE 1. Sezetion 1.2, as amended
by Treasury Dzeislon 5239, approved
IMarch 10, 1843, iIs furiber amended by
striking out the next to the lzst sentence.

Pan. 2. Taere Is Inserted immediately
preceding § G183 the follovnng:
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Sec. 363. Crepir ForR GrFr TAx. (Revenue
Act of 1948; enacted April 2, 1948)

(a) Section 813 (a) (2) (A) of the Inter-
nal Revenue Code (relating to credit for gift
tax) is hereby amended by inserting before
the perlod at the end thereof the following:
“reduced by the aggregate amount of the
deductions allowed under subsections (d)
and (e) of section 812"

(b) Subparagraph (B) of section 813 (a)
(2) of the Internal Revenue Code (relating
to credit for gift tax) is hereby amended
to read as follows:

(B) In applying, with respect to any gift,
the ratio stated in subparagraph (A), the
value at the time of the gift or at the time of
the death, referred to In such ratio, shall be
reduced:

(1) By such amount as will properly re-
flect the amount of such gift which was ex-
cluded in determining (for the purposes of
section 1003 (a), or of section 504 (a) of
the Revenue Act of 1932) the total amount of
gifts made during the year in which the gift
was made;

(i1) If a deduction with respect to such
gift is allowed under section 812 (e) (the
go-called “marital deduction”)-—then by an
amount which bears the same ratio to such
value (reduced as provided in clause (i) of
this subparagraph) as the aggregate amount
of the marital deductions allowed under sec-
tion 812 (e) bears to the aggregate amount
of such marital deductions computed with-
out regard to subparagraph (H) of section
812 (¢) (1); and

(i11) I£ a deduction with respect to such
glft 1s allowed under section 812 (d) (the
so-called “charitable deduction")—then by
the amount of such value, reduced as pro-
vided in clause (i) of this subparagraph.

(C) Where the decedent was the donor of
the gift but, under the provisions of section
1000 (f), the glft was considered as made
one-half by his spouse:

(1) The term “the amount of the tax paid
under chapter 4” as used in subparagraph
{A) of this paragraph, includes the amounts
paid with respect to each half of such gift,
the amount pald with respect to each being
computed in the manner provided in sub-
paragraph (D), and

(it) In applying, with respect to such giit,
the ratio stated in subparagraph (A) of this
paragraph, the value at the time of the gift
or at the time of the death, referred to in
such ratio, includes stich value with respect
t0 each half of such gift, each such value be-
ing reduced as provided in clause (1) of stb-
paragraph (B) of this paragraph.

(D) (1) For the purposes of subparagraph
(4), the amount of tax paild under chapter
4, or under Title IIT of the Revenue Act of
1932, with respect to any gift shall be an
amount which bears the same ratio to the
total tax paid for the year in which the gift
was made as the amount of such gift bears
to the total amount of net gifts (computed
without deduction of the speclfic exemption)
for such year.

(il) For the purposes of clause (i) the
“amount of such gift” shall be the amount
included with respect to such gift in de-
termining (for the purpose of section 1003
(a), or of section 504 (a) of the Revenue Act
of 1932) the total amount of gifts made
during such year, reduced by the amount of
any deduction allowed with respect to such
gift under section 1004 (a) (2), or under sec-
tion 505 (a) (2) of the Revenue Act of 1932
(the so-called *“charitable deduction”), or
under section 1004 (a) (3) (the so-called
“marital deduction”).

(c) Section 938 (b) (1) of the Internal
Revenue Code (relating to credit for gift tax)
18 hereby amended by inserting after the
words “entire gross estate” in clause (4)
thereof the following: “reduced by the ag-
gregate amount of the deductions allowed
under subsections (d) and (e) of section
812"
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(d) Paragraph (2) of section 938 (b) of
the Internal Revenue Code (relating to credit
for gift tax) is hereby amended to read as
follows:

(2) In applying, with respect to any gift,
the ratio stated in clause (A4) of paragraph
(1), the value at the time of the gift or at
the time of the death, referred to in such
ratio, shall be reduced:

(A) By such amount as will properly re-
flect the amount of such gift which was ex-
cluded in determining (for the purposes of
section 1003 (a), or of section 504 (a) of the
Revenue Act of 1932) the total amount of
gifts made during the year In which the gift
was made;

(B) If a deduction with respect to such
gift is allowed under section 812 (e) (the so-
called “marital deduction”)—then by an
amount which bears the same ratio to such
value (reduced as provided in subparagraph
(A) of this paragraph) as the aggregate
amount of the marital deductions allowed
under section 812 (e) bears to the aggregate
amount of such marital deductions com-
puted without regard to subparagraph (H)
of section 812 (e) (1); and

(C) If a deduction with respect to such
glit Is allowed under section 812 (d) (the
so-called ‘“charitable deduction”)—then by
the amount of such value, reduced as pro-
vided in subparagraph (A) of this para-
graph.

(3) Where the decedent was the donor of
the gift but, under the provisions of section
1000 (f), the gift was considered as made
one-half by his spouse:

(A) The term “the amount of the tax
pald under chapter 4" as used in paragraph
(1) of this subsection, includes the amounts
pald with respect to each half of such gift, the
amount paid with respect to each belng com-
puted in the manner provided In paragraph
{4); and

(B) In applying, with respect to such gift,
the ratio stated in clause (A) of paragraph
(1), the value at the time of the gift or at
the time of the death, referred to in such
ratio, includes such value with respect to each
half of such gift, each such value being re-
duced as provided in subparagraph (A) of
paragraph (2).

(4) (A) For the purposes of paragraph (1),
the amount of tax pald under chapter 4, or
under Title IIT of the Revenue Act of 1932,
with respect to any gift shall be an amount
which bears the same ratio to the total tax
palid for the year in which-the gift was made
as the amount of such gift bears to the total
amount of netsgifts (computed without de-
duction of the specific exemption) for such
year.

(B) For the purposes of subparagraph (A)
the *amount of such gift” shall be the
amount included with respect to such gift in
determining (for the purposes of section 1003
(a), or of section 504 (a) of the Revenue Act
of 1932) the total amount of gifts made dur-
ing such year, reduced by the amount of any
deduction allowed with respect to such gift
under section 1004 (&) (2), or under section
505 (a) (2) of the Revenue Act of 1932 (the
so-called ‘“‘charitable deduction” or under
section 1004 (a) (8) (the so-called “marital
deduction”).

(e) The amendments made by this section
shall be applicable only with respect to the
estates of decedents dying after December 31,
1947.

Par. 3. Section 81.8, as amended by
Treasury Decision 5239, is further
amended to read as follows:

§ 81.8 Credit for gift tax—(a) Priority
of credits. If the decedent died after Oc-
tober 21, 1942, the credits authorized
against the basic estate tax imposed by
section 810 or section 860 are to be de-
ducted 1n the following order: (1) The
credit for estate, inheritance, legacy, or

succession taxes under §81.9, (2) the
credit for gift tax under paragraph (b)
of this section, and, (3) the credit for gift
tex under paragraph (¢) of this section.
If the decedent died on or before October
21, 1942, such credits are to be deducted
in the following orderc (1) The credit
for gift tax under paragraph (b) of this
section, (2) the credit for gift tax under
paragraph (¢) of this section, and, (3
the credit for estate, inheritance, legacy,
or succession taxes under § 81.9.

(b) Credit for gift tax patd under Reve-
nue Act of 1924, Credit against the basic
estate tax imposed by section 810 or sec-
tion 830 is authorized by section 813 (a)
(1) for gift tax pald under the Revenuo
Act of 1924 in respect of property in«
ciuded in the gross estate, If the dece-
dent died on or before October 21, 1942,
such credit may not exceed the total
amount of the besic estate tax; if the de«
cedent died after such date, such credit
may not exceed the amount of such ez«
tate tax after deduction of the credit
allowed, if any, for estate, inheritance,
legacy, or succession taxes pald to any
State or Territory, possession of the
United States, or the District of Co-
lumbia. (See § 81.9.) No credit for gift
tax paid under the Revenue Act of 1924
is allowable against the additional estate
tax imposed by section 935.

If only a part of the property included
for the purpose of the gift tax imposed
for a certain calendar year under the
Revenue Act of 1924 15 also included in
the decedent’s gross estate for the pur-
pose of the estate tax, the glit tax paid
in respect of such part of the property
is an amount which bears the same ratio
to the total gift tax pald for such calen-
dar vear as the value of such part of
the property bears to the total amount
of gifts included for the purpose of the
gift fax imposed for such year. For theo
purpose of computing this proportion,
the values finally determined for the ptir-
pose of the gift tax wiil control.

(c) Credit for gift tax paid under
chapter 4 of the Internal Revenue Code
or under the Revenue Act of 1832——(1)
In general. Credit against both the
basic estate tax imposed by section 810
or section 860 and the additional estate
tax imposed by section 935 is atthorized
by sections 813 (a) (2) and 936 (b) for
gift tax paid under chapter 4 of the Code
or under the Revenue Act of 1932 in re«
spect of property included in the gross
estate.

The credit 1s allowable even though
the gift tax Is paid by the executor after
the decedent’s death and the amount of
the gift tax iIs deductible from the gross
estate as a debt of the decedent.

The credit under this paragraph in re-
spect of any gift included in the grosy
estate is limited to the smaller of the
following amounts:

(1) The amount of gift tax pald in re-
spect of such gift, computed as set forth
under subparagraph (2) of this parae
graph.

(1) The amount of the baslc and ad-
ditipnal estate taxes attributable to such
gift, computed as set forth under sub-

paragraph (3) of this paragraph.

Where more then one gift is included
in the gross estate of o decedent dying
after Dacember 31, 1947, a separate come«
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thot the gift should be considered as
made one-half by him and one-half by
his wife. Assume that the property is
thereafter included in the donor’s gross
estate for the purpose of the estate tax.
Under the “first limitation” the amount
of the gift fax of the donor paid with
respect to the half of the gift considered
as made by him is determined to be
$11,250, and the amount of the gift tax
of his wife paid with respect to the half
of the zift considered as made by her is
determined to be $1,200. Under the
“second limitation” the amount of estate
tax attributable to the property is de-
termined to be $28,914. The credit al-
lowed ($11,250 plus $1,200) 1s $12,450.

(5) Allocation of credit. The amount
computed under the lower of the two
limitations is the total credit authorized
with respect to the gift against both
the basic and additional estate taxes.
The amount of such credit authorized
against the basic estate tax is the lower
of (1) the amount computed under the
“first limitation” and (ii) the amount
of the basic estate tax attributable to
the gift, computed in the manner de-
scribed under the “second limitation”
The amount of such credit authorized
against the additional estate tax is the
lower of (a) the amount computed un-
der the “first limitation” less’the credit
allowed against the basic estate tax and
(b) the amount of the additional estate
tax attributable to the gift, computed in
the manner described under the “second
Iimitation”

Panr. 4. There is inserted immediately
preceding § 81.10 the following:

Sre. 364. OpTIONAL VALUATION. (Revenue
Act of 1948; enacted April 2, 1948)

(a) The last sentence of section 811 (j)
of the Internal Revenue Code (relating to
optional valuation) is hereby amended to
read as follows: In case of an election made
by the executor under this subsection, then:

(A) For the purposes of the deduction
under section 812 (d) or section 881 (a) (3),
any bequest, legacy, devise, or transfer
enumerated therein, and

(B) For the purposes of the deduction
under section 812 (e), any interest in prop-
erty passing fo the surviving spouse,

shall be valued as of the date of the de-
cedent’s death with adjustment for any dif-
ference in value (not due to mere lapse of
time or the occurrence or nonoccurrence of
& contingency) of the property as of the date
one year after the decedent’s death (substi-
tuting, in the case of property distributed
by the executor or trustee, or sold, exchanged,
or otherwise disposed of, during such one-
year period, the date thereof).

(b) The amendment made by this section
shall be applicable only with respect to
estates of decedents dying after December
31, 1947,

Par. 5. Section 81.11 is amended by
changing the second sentence of the third
paragraph from the end to read as fol-
lows: “The amount of any deduction
under section 812 (d) or section 861 (a)
(3) with respect to property passing to
or for public, charitable, religious, etc.,
uses, or any deduction under section 812
(e) with respect to property passing to
the decedent’s surviving spouse, shall be
determined by the value of such property
as of the date of the decedent’s death,
subfect, however, to adjustment for any
difference in its value as of the date one

RULES AND REGULATIONS

year after such death, or as of the date
of its distribution, sale, exchange, or
other disposition, whichever date first
occurs.”

PaR. 6. There is inserted immediately
after section 401 of the Revenue Act of
1942 (inserted by Treasury Decision
5239) and preceding section 302 (¢) of
the Revenue Act of 1926 (as originally
enacted) which precede §81.15, the
following:

SEC. 351. REPEAL OF COMMUNITY PROPERTY ES-
TATE TAxX AMENDMENTS. (Revenue Act of
1948; enacted April 2, 1948)

(a) Effiective with respect to estates of
decedents dying after December 31, 1947, sec-
tions 811 (d) (5), 811 (e) (2) and 811 (g) (4)
of the Internal Revenue Code (relating to
community property) -are hereby repealed.

* . L] . *

(c) Notwithstanding the repeal of sections
811 (d) (5), 811 (e) (2), and 811 (g) (4)
provided in subsection (a), the taxes fmposed
under chapter 3 of the Internal Revenue
Code 'upon the transfer of the net estate of
any decedent dying after December 31, 1947,
and on or before the date of the enactment of
this Act shall not exceed the taxes which
would have been imposed under such chapter
3 upon such transfer if this section had not
been enacted.

Par, 7. Section 81.15, as amended by
Treasury Decision 5239, is further

amended as follows:

(A) By mserting immediately after
“October 21, 1942,” each time it appears
in the second paragraph thereof the fol-
lowing: “and on or before December 31,
1947,”

(B) By inserting at the end of such
second paragraph the following sen-
tence: “(With respect to estates of dece-
dents dymng after December 31, 1947, and
on or before April 2, 1948, involving

~transfers of community, property, see

§81.23.)”
PAR. 8. There is inserted 1mmediately
preceding § 81.22 the following:

SEc. 351. REPEAL OF COMATUNITY PROPERTY ES-
TATE TAX AMENDMENTS. (Revenue Act of
1948; enacted April 2, 1948)

(a) Effective with respect to estates of de-
cedents dying after December 31, 1947, sec-
tions 811 (d) (5), 811 (e) (2) and 811 (g)
(4) of the Internal Revenue Code (relating
to community property) are hereby repealed,

(b) Such section 811 (e) is further
amended—

(1) By striking out of the heading of such
subsection the words “and community”- and

(2) By striking out of paragraph (1) the
following:

“Joint interests.—"

(c) Notwithstanding the repeal of sections
811 (d) (6), 811 (e) (2), and 811 (g) (4)
provided in subsection (a), the taxes imposed
under chapter 3 of the Internal Revenue Code
upon the transfer of the net estate of any
decedent dying after December 31, 1947, and
on or before the date of the enactment of
this Act shall not exceed the taxes which
would have been Imposed under such chapter
3 upon such transfer if this section had not
been enacted.

PAR, 9. Section 81.22, as amended by
Treasury Decision 5239, is further
amended as follows:

(A) By inserting immediately after
“Qctober 21, 1942,” each time it appears
in the last paragraph thereof the fol-
lowing: “and on or before December 31,
1947,”

(B) By inserting at the end of such
last paragraph the following sentence:
“(With respect to estates of decedents
dying after December 31, 1947, and on or
before April 2, 1948, involving joirt ten-
ancies or tenancies by the entirety cre-
ated by the transfer of community prop-
erty, see § 81.23,)"

Par. 10, Section 81.23, as amended by
Treasury Decision 5239, is further
amended as follows:

(A) By inserting immediately after
“October 21, 1942,” in the first senténce
thereof the following: “and on or before
December 31, 1947,”

(B) By striking out the last paragraph
and by inserting in lieu thereof the fol-
lowing paragraphs:

§ 81.23 Community property, * * *

With respect to estates of decedents
dyving after Octaber 21, 1942, and on or
before December 31, 1947, see the prow
visions of § 81.15, § 81.22, and § 81.27 (b},
relating, respectively, to the inclusion of
transfers of community property during
life, the treatment of joint tenancles and
tenancies by the erntirety created by the
transfer of community property, and the
treatment of insurance upon the dece-
dent’s life held as, or acquired with, com-
munity property.

In the case of & decedent who died
after December 31, 1947, and on or be-
fore April 2, 1948, the provisions con-
tained in the first two paragrdaphs of thiy
section and those provisions of §§ 81.15,
81.22, and 81.27 (b) referred to in the
preceding paragraph may have a limited
effect. Although such provisions are nob
applicable for the purpose of determin-
ing the value of the decedent’s gross ege
tate, the estate tax payable 1s, neverthe-
less, not, to exceed the estate tax which
would be imposed if such provisions were
applicable,

Par. 11, Section 81.24 (b) (1), as
amended by Treasury Declsion 5658, ap-
proved October 1, 1948, is further
amended by inserting immediately after
the second undesignated paragraph
thereof the following new paragraph:

§81.24 Property subject to power of
appotniment by decedent, * * *

(b) Estates of decedents dying after
October 21, 1942, * + *

(1) In general, * * *

To take another example of the scopo
of the term “power of appointment”, ag-
sume that the community property laws
of a State confer upon the wife a power
of testamentary disposition over prop-
erty in which she does not have a vested
interest. Subject to the exceptions stated
in subparagraphs (2) and (3) of this
paragraph, such a power is a power of
appointment and the property subject
théarfto is includible in the wife’s gross
estate.

Par. 12, There is inserfed immediately
preceding § 81.25 the following:

Sec., 351, REPEAL OF COMMUNITY PROPERIY
Esrate Tax AMENDMENTS. (Revenuo Ach
of 1048; enacted April 2, 1948)

(a) Effectlve with respect to eéstatos of
dececdents dying after Decombor 31, 1947, soow«
tlons 811 (d) (6), 811 (e) (2) and 811 (g)
(4) of the Internal Revenue Cado (rolating
to community property) are hereby ro«
pealed.

» [ ] * [ ]
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(c) Notwithstanding the repeal of sections
811 (d) (5), 811 (e) (2), and 811 (g) (4) pro-
vided in subsection (a), the taxes imposed
under chapter 3 of the Internal Revenue
Code upon the {ransfer of the net estate
of any decedent, dying after December 31,
1947, and on or before the date of the enact-
ment of this Act shall not exceed the taxes
which would have been imposed under such
chapter 3 upon such transfer if this section
had not been enacted.

Par. 13. Section 81.26 1s amended by
mserting at the end thereof the follow-
ng:

§ 81.26 Insurance :n javor of the
estate. ¢ * * Where the proceeds of
insurance made payable to the decedent’s
estate are community assets under the
local community property law, as a re-
sult of which one-half of such proceeds
belongs to the decedent’s spouse, then
only one-half of such insurance is con-
sidered to be receivable by the executor
within the meaning of section 811 (g)
1)

Par, 14, Section 81.27, as amended
by Treasury Decision 5239, is further
amended as follows:

(A) By striking out “this subsection”
and “subsection (a)* wherever they ap-
pear in such section and by inserting in
lieu thereof <“this paragraph” and
“paragraph (a)”

(B) By changing the heading and first
sentence of paragraph (a) to read as fol-
lows:

§ 81.27 Insurance recewable by other
beneficiaries—(a) In case of decedent
dymng after December 31, 1947. Thereg-
ulations prescribed under this paragraph
(except as otherwise indicated in this
section) are applicable only in the case
of decedents who died after December
31, 1947,

(C) By changing the third undesig-
nated paragraph of paragraph (a)
(which undesignated paragraph, prior to
the amendment made by (A) began with
the words “For the purposes of this para-
graph”) to read as follows:

For the purposes of this paragraph,
where premiums or other consideration
are paid with property held as commu-
nity property by the decedent and his
spouse, the decedent shall (in the ab-
sence of additional circumstances show-
1ng payment mdirectly by the decedent)
be deemed to have paid only one-half
of such premiums or other consideration.
The general rule stated in the preceding
sentence is not applicable unless the
decedent and his spouse had equal and
existing 1interests in the community
property used 1n the payment of the pre-
miums or other consideration. An exam-
ple of additional circumstances showing
payment 1indirectly by the decedent
which will render inapplicable the gen-
eral rule 1s a transfer of property by the
decedent to the community for the pur-
pose of purchasing the insurance.

(D) By striking from paragraph (a)
the last sentence of the sixth undesig-
nated paragravh (which paragraph be-
gins with the words “For the purposes
of (1)

(B) By changmg the third sentence
of the last undesignated paragraph of
paragraph (a) to read as follows: “For
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examples of ‘Incidents of ownership' cee
paragraph (¢) of this section.”

(F) By inserting at the end of para-
graph (a) the following:

In determining whether the decedent
possessed aun incident of ovmership in &
policy or in any part of a policy, regard
must be given to the effect of the State
or other applicable law upon the terms
of the policy. As an example, assume
that the decedent purchased a policy of
insurance on his life with funds held by
him and his surviving wife as community
property, designating their son as bene-
ficlary but retaining the right to sur-
render the policy. Under the local law,
the proceeds upon surrender would have
inured to the marital community, and the
wife's transfer of her one-half interest
in the policy was not considered absolute
prior to the decedent's death. Upon the
wife’s prior death, one-half of the value
of the policy would have been included
in her gross estate, Under these clreum-
stances, the power of surrender possessed
by the decedent as agent for his wife
with respect to one-half of the poliey is
not, for the purposes of this paragraph,
considered an “Incident of ownership”,
and the decedent is, therefore, deemed to
possess an incident of ownership in only
one-half of the policy.

With respect to estates of decedents
dying after December 31, 1947, and on or
before April 2, 1948, involving Insurance
held as community property by the de-
cedent and spouse, or acquired with
property so held, see § 81.23.

(b In case o} decedent dying aller
October 21, 1942, and on or before De-
cember 31, 1947, ‘The reculations pre-
seribed under this paragraph (except as
otherwise indicated in this sectlon) are
applicable only In the case of decedents
who died after October 21, 1942, and on
or before December 31, 1947. In such
cases, the regulations prescribed under
paragraph (a) of this section with re-
spect to estates of decedents dying after
December 31, 1947, are also applicable
(except to the extent inconsistent with
this paragraph). For the purposes of
this paragraph, premiums or other con-
sideration paid with property held as
community property by the insured and
spouse under the law of any State, Ter-
ritory, or possession of the United States,
or any forefgn country, shall be con-
sidered to have been paid by the Insured,
except such part thereof as may be
shown to have been recelved as compen-
sation for personal services actually
rendered by the decedent's spouce or de-
rived originally from such compensation
or from separate property of such
spouse. With respect to the meaning of
property derived originally irom such
compensation or from separate property
of the decedent’s spouse, sez §81.23.
Section 811 (g) (4) provides that the
term “incidents of ownership” includes
incidents of ownership possessed by the
decedent as manager of the community
where the insurance policy is property
held as community property by the de-
cedent and spouse.

(&) By striking out the heading and
first sentence of the orlginal paragraph
() and by inserting in leu thercof the
followingt
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(¢) In case of decedznt dying on or
befare October 21, 1942, The rezulations
prezeribed under this parasraph (except
a5 otherwise indicated in this soction)
are applicable only in the case of dzce-~
dents who died on or before October 21,
1942.

Pan. 15. There s inserted immedizately
preceding § 81.41 the folloving:

Se2. 362, ProrenTy PoevIovusty Taxen., (Rev-
cnue Act of 1943; Enacted April 2, 1243)
(a) Scetion 812 (c) of tke Internal Reve-

nuz Code (relating to the deduction for prop-

crty previously tazed) 1s hereby amended
by cdding after the first paragraph two new
parzgraphs to read o3 followa:

The followring property chall not, for the
purpszes of this subseetion, b2 considered a3
property with regpect fo which o deduction
meay ba allowed: (A) proparty recaived from
a prior decedent who dled after Decomber
31, 1947, and w23 at the time of such dzzth
the decedent’s chouss, (B) propezty recelved
by glft ofter the date of the enactment of
the Revenuo Act of 1348 from a2 donor who
at the time of the gift was the decedent’s
gpouce, and (C) property acqulred In ex-
change for proparty deccribed in clausz2 (A)
cr (B).

Wh?:xe, under the provisions of section 1030
(1), o £ift received by the decedent was con-
gldered o3 made one-half by the donor and
cne-half by the donor’s snouse, one-half of
tho gift chall ba consldered as recelved by
the decedent from cach such spouse,

(b) Scction 812 (c) 1s further amended by
striling cut “subcections (a) and (d)” and
incerting in len theres? “subczetions (2},
(d). and (e)”

Pan. 16. Szction 81.41, as amended by
Treasury Decislon 5239, and by Treasury
Daclsion 5403, approved Octobzr 14, 1944,
I5 further amended as follows:

(A) By inserting ot the end of para-
graph (o) (4) the following sentence:
‘“Where, under the provisions of section
1000 (2 a gift received by the decedent
was considered as made one-half by the
donor and one-half by the donor's spause,
the deduction may not be faken in re-
spect of the half of the gift considered
as made by the donor unless a gift tax
was pald by or on bzhzlf of the donor,
nor in respect of the half of the gift
considered as made by the donor’s spouse
unless a gift fax was paid by or on behalf
of such spouse.

(B) By inserting immediately after O

paragraph (2) (5) the following:

(6) The property (or proparity miven
In exchange therefor) must not have
been recelved (by gift or otherwise) from
& prior decedent who died after Decem-~
31, 1947, and was at the time of such
death the decedent’s spouse, and must
not have been recelved by gift after April
2, 1048, from a donor who at the time
of the gift was the decedent’s spouse.
This rule, added by section 362 of the
Revenue Act of 1948, is efiective even
thoush the d2cedent (surviving spoise)
died after Dacember 31, 1947, and on or
before April 2, 1943; but the estate tax
payable by the estate of such spouse is,
nevertheless, not to exceed the exghte tax
which would have bzen imposad if the
Revenue Act of 1948 had nobt bzen
enacted.

(C) By striliins from the szcond sen-
tence of paragranh (b) (3) “subsections
(2) and (d)” and by ipns2riing in Heu
thereof the following: “subszciions (2),
(d) znd (e)”
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(D) By inserting in the next to the last
paragraph, immediately after that sen-
tence thereof which reads in part “Sec-
ond: The bhalance of $12,800” the fol-
lowing sentence: “(The deduction under
section 812 (e) is mof involved in this
example.)”

Par. 17. There is inserted imme-
diately after § 81.47 the following:

DEDUCTIONS—BEQUESTS, ETC., TO SURVIVING
SPOUSE

812, (Part II, Subchapter A) Ner
For the purpose of the tax the value of the
net estate shall be determined, in the case
of a cltizen or resident of the United States
by deducting from the value of the gross
estate:
[ * * » *

(e) Bequests, etc., to surviving spouse.
(As added by section 861 (a) of the Revenue
Act of 1948, enacted April 2, 1948, and
amended by Public Law 869, 80th Congress,
approved July 1, 1948.)

(1) Allowance of marital deduction—(A)
In general. An amount equal to the value
of any interest in property which passes or
has passed from the decedent to his surviv-
ing spouse, but only to the extent that such
interest is included in determining the value
of the gross estate.

(B) Life estate or other terminable in-
terest. Where, upon the lapse of time, upon
the occurrence of an event or contingency,
or upon the fallure of an event or contingency
to occur, such interest passing to the sur~
viving spouse will terminate or fail, no de-
duction shall be allowed with respect to such
Interest:

(1) If an interest in such property passes
or has passed (for less than an adequate and
full considerstion in money or money'’s
worth) from the decedent to any person other
than such surviving spouse (or the estate
of such spouse); and

(i1) If by reason of such passing such per-
son (or his heirs or acsigns) may possess
or enjoy any part of such property after
such termination or faflure of the interest
s0 passing to the surviving spouse;

and no deduction shall be allowed with re-
spect to such interest (even if such deduc-
tlon) i not disallowed under clauses (i) and
(i1) )—

(iif) Xf such interest is to be acquired for
the surviving spouse, pursuant to directions
of the decedent, by his executor or by the
trustee of a trust,

For the purposes of this subparagraph, an
interest shall not be considered as an in-
terest which will terminate or fail merely
because it is the ownership of a bond, note,
or similar contractual obligation, the dis-
charge of which would not have the effect of
an annuity for life or for a term.,

(C) Interest in unidentified assets. YWhere
the assets (included in the decedent’s gross
estate) out of which, or the proceeds of
which, an interest passing to the surviving
spouse may be satisfled include a particular
assets or assets with respect to which no
deduction would be allowed If such asset
or ascets passed from the decedent to such
spouse, then the value of such interest pass~
ing to such spouse shall, for the purposes of
subperagraph (A), be reduced by the ag~
gregate value of such particular assets,

(D) Interest of spouse conditional ox sur-
vival for. imited period. For the purposes
of subparagraph (B) an interest passing to
the surviving spouse shall not be considered
as an Interest which will terminate or fall
upon the death of such spouse if:

(1) Such death will cause a termination or
failure of such interest only if it occurs with-
in a period not exceading six months after
the decedent’s death, or only if it occurs as a
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result of & common disaster resulting in the
death of the decedent and the surviving
spouse, or only if it occurs in the case of
either such event; and

(11) Such termination or fallure does not
in fact oceur.

(E) Valuation of interest passing to sure
viving spouse. In determining for the pur-
poses of subparagraph (A) the value of any
interest in property passing to the surviving
spouse for which a deduction is allowed by
this subsection:

(1) There shall be taken into account the
effect which a tax imposed by this chapter,
or any estate, succession, legacy, or inheri-
tance -tax, has upon the net value to the
surviving spouse of such interest; and

(ii) Where such interest or property is
incumbered in any manner, or where the
surviving spouse incurs any obligation im-
posed by the decedent with respect to the
passing of such interest, such incumbrance
or obligation shall be taken into account in
the same manner as if the amount of a gift
to such spouse of such interest were being
determined.

(¥) Trust with power of appoiniment in
surnving spouse. In the case of an interest
in property passing from the decedent In
trust, if under the terms of the trust his
surviving spouse is entitled for life to all
the income from the corpus of the trust,
payable annually or at more frequent inter-
vals, with power in the surviving spouse to
appoint the entire corpus free of the trust
(exercisable in favor of such surviving spouse,
or of the estate of such surviving spouse,
or in favor of either, whether or not in each
case the power is exercisable in favor of
others), and with no power in any other
person to appoint any part of the corpus to
any person other than the surviving spouse:

(1) The interest so passing shall, for the
purposes of subparagraph (A), be considered
as passing to the surviving spouse, and

(it) No part of the interest so passing shall,
for the purposes of subparagraph (B) (1),
be considered as passing to any person other
than the surviving spouse.

This subparagraph shall be applicable only
if, under the terms of the txust, such power
in the surviving spouse to appoint the cor-
pus, whether exercisable by will or during
life, is exercisable by such spouse alone and in
all events.

(G) Life wnsurance or annuily payments
with power of appoinitment in survwing
spouse. In the case of an Interest in prop-
erty passing from the decedent consisting of
proceeds under a 1ife insurance, endowment,
or annuity contract, if under the terms of
the contract such proceeds are payable in
instaliments or are held by the insurer sub-
ject to an agreement to pay Interest thereon
(whether the proceeds, upon the termina-
tion of any interest payments, are payable
in 2 lump sum or in annual or more fre-
quent installments), and such installment
or interest payments are payable annually
or at more frequent intervals, commencing
not later than thirteen months after the
decedent’s death, and all amounts payable
during the life of the surviving spouse are
payable only tv such spouse, and such spouse
has the power to appoint all amounts pay-
able under such contract (exercisable in
favor of such surviving spouse, or of the
sstate of such surviving spouse, or in favor
of either, whether or not in each case the
power is exercisable in favor of others), with
no power in any other person to appoint o
any person other than the surviving:-spouse
any part of the amounts payable under such
contract:

(1) Such proceeds shall, for the purposes
of subparagraph (A), be considered as pass-
ing to the surviving spouse, and

(if) No part of such proceeds shall, for
the purposes of subparagraph (B) (i), be
considered as passing fo any person other
than the surviving spouse.

This subparagraph shall be applicable only
if, under the terms of the contract, suoh
power in the surviving spouse to appeint,
whether exerclsable by will or during life,
is exercisable by such spouse alono and in
all events.

(H) Limitation on aggregote of dedioe
tions. ‘The aggregato amount of the deduce
tions allowed under this paragraph (coms
puted without regard to this subparagraph)
shall not exceed 50 per centum of the valuo
of the adjusted gross estate, as defined in
paragraph (2).

(2) Computation of adjusted ¢rosa ¢s-
tate—(A) General rule. Except as provided
in subparagraph (B) of this paragraph tho
adjusted gross estate shall, for tho purposey
of paragraph (1) (H), be computed by subs
tracting from the entire value of the gross
estate the aggregate amount of the deduc-
tions allowed by subsection (b) of this scce
tion.

(B) Special rule in cuses involving com=
munity property., If the decedent and hin
surviving spouse at any time held property
as community property under the law of
any State, Territory, or possession of the
United States, or of any foreign country,
then the adjusted gross estate shall, for tho
purposes of paragraph (1) (H), be deter-
mined by subtracting from theo entire value
of the gross estate the sum of

(1) The value of propoerty which is at tho
time of the death of the decedent hold ay
such community property; and

(it) ‘The value of property transferred by
the decedent during his Iife, if at the time
of such transfer the property was held ag
such community property; and

(ii1) The amount receivable as insuranco
under policles upon the Hfe of tho docedent
to the extent purchased with premiums or
other consideration paid out of property held
as such community property; end

(lv) An amount which bears the samo
ratio to the aggregate of the deductions al«
lowed under subsection (b) of this scotion
which the value of the property included in
the gross estate, diminished by the amount
subtracted under clauses (i), (1), and (ii1)
of this subparagraph, bears to the entire
value cf the gross estate.

For the pwrposes of clauses (1), (i), and
(1i1) community property (except property
which 1s considered as community propoerty
solely by reason of the provisions of subpara«
graph (C) of this paragraph) shall bo con<
sidered as not “held as such community
property” as of any moment of time, if, in
case of the death of the decedont at such
moment, such property (and not merely one«
half thereof) would be or would have been
includible in determining the velue of this
gross estate without regard to the provisiong
of section 811 (e) (2). The amount to be
subtracted under clause (1), (M), or (i)
shall rot exceed the value of tho interest in
the property described therein which i in«
cluded in determining the value of the gross
estate,

(C) Same; conversion into separate prop=-
erty. (1) I during the calendar year 1942
or after the date of the enactment of the
Revenue Act of 1948, property held as suoh
community property (unless considered by
reason of subparagraph (B) of this paragraph
as not so held) was by the decedent and tho
surviving spouse converted, by one transac-
tion or & serles of trancactions, into sopn«
rate property of the decedent and his spouce
(including any form of co-ownership by
them), the separate property so acquired by
the decedent and any property acquired at
any time by the decedent in exchango thero-
for (by one exchange or a series of exchangcg)
shall, for the purposes of clauses (1), (ii),
and (111) of subperagraph (B), be considered
as “held as such. community property”

(1) Where the value (at the timo of such
conversion) of the separate property £0 ac«
quired by the decedent exceeded tho valilo
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(at such time) of the separate property €0
acquired by the decedent's spouse, the rule
in clause (i) shall be applied only with re-
spect to the same portion of such separato
property of the decedent as the portion which
the value (as of such time) of such separats
property so acquired by the decedent’s spouse
is of the value (as of such time) of the sepa-
rate property so acquired by the decedent.

(3) Definition. For the purposes of this
subsection an interest in property shall be
considered as passing from the decedent to
any person if and only if:

(A) Such interest is bequeathed or devised
to such person by the decedent; or

(B) Such interest is inherited by such
person from the decedent; or

(C) Such interest is the dower or curtesy
interest (or statutory interest in lieu
thereof) of such person as surviving spouse
of the decedent; or

(D) Such interest has been transferred to
such person by the decedent at any time;
or

(E) Such interest was, at the time of the
decedent’s death, held by such person and
the decedent (or by them and any other
person) in joint ownership with right of
survivorship; or

(F) The decedent had a power (elther
alone or in conjunction with any person)
to appoint such interest and if he appoints
or has appointed such interest to such per-
son, or if such person takes such Interest
in defanlt upon the release or nonexercise
of such power; or

(G) Such interest consists of proceeds of
insurance upon the life of the decedent re-
ceivable by such person.

Except as provided in subparagraph (F) or
(G) of paragraph (1), where at the time of
the decedent’s death it is mot possible to
ascertain the particular person or persons
to whom an Interest in property may pass
from the decedent, such interest shall, for
the purposes of clauses (i) and (ii) of sub-
paragraph (B) of paragraph (1), bz con-
sidered as passing from the decedent to a
person other than the surviving spouse.

(4) Disclaimers—(A) By surviving spouse.
If under this subsection an interest would,
in the absence of a disclaimer by the sur-
viving spouse, be considered as passing from
the decedent to such spouse, and if a dis-
claimer of such interest Is made by such
spouse, then such Interest shall, for the
purposes of this subsection, be considered as
passing to the person or persons entitled to
receive such interest as a result of the
disclaimer.

(B) Disclavmer by any other person. If
under this subsection an interest would, In
the absence of a disclaimer by any person
other than the surviving spouse, be con-
sidered as passing from the decedent to such
person, and if a disclaimer of such interest
is made by such person and as & result of
such disclaimer the surviving spouse is en-
titled to receive such interest, then such
interest shall, for the purposes of this sub-
section, be considered as passing, not to the
surviving spouse, but to the person who
made the disclaimer, in the same manner
as if the disclaimer had not been made.

Sec. 361. MarrTar DeEDpUCTION. (Revenue Act
of 1948; enacted April 2, 1948)

* * * . [ ]

(b) The amendment made by subsection
(a) of this section shall be applicable only
with respect to estates of decedents dying
after December 31, 1947,

JomwT REsSOLUIION. (Public Law 869, Eigh-
tleth Congress, Second Session, approved
July 1, 1948)

-3 % ® L] L J
Sec. 2. 'The amendment made by this

Joint reseolution shall be applicable with

resnect to estates of decedents dying after

Decemter 31, 1247.

No., 96—2
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§ 81.47a Beaqucsts, cte., lo surtiving
spouse~—(a) Allowance of marilal de-
duction. In the case of the estate of a
citizen or resident of the United States
dylng after December 31, 1847, there may
be deducted the value of any property in-
terest (except as otherwise provided in
§§ 81.4b and 81.47d) which passed from
the decedent to bis surviving spouse.
Such deduction is hereinafter referred
as the “marital deduction” The marl-
tal deduction is generally not available
in case the decedent’s gross estate con-
sists exclusively of property held by him
and his surviving spouse as community
property under the law of any State, Ter-
ritory, or possession of the United States,
or any foreign country. (Sce § 81.47d.)
'The Internal Revenue Code does not au-
thorize a marital deduction in the case
of the estate of a nonresident not a citi-
zen of the United States. However, If
the decedent was a citizzen or resident, his
estate is not deprived of the right to the
marital deduction by reason of the fact
that his surviving spouse was a nonresi-
dent not a citizen.

In order to obtain the marital deduc-
tion with respect to any property interest
lf:he tgxecutor must establish the following

acts:

(1) That the decedent was survived by
his spouse;

(2) That such property Interest passed
from the decedent to such spouse (see
paragraphs (b) to (), of this section),

(3) That such property interest is a
““deductible interest” (see § 81.47h),

(4) The value of such property inter-
est (see § 81.47¢c), and

(5) ‘The value of the “adjusted gross
estate” (see § 81.47d)

Where the order of deaths of the de-
cedent and his spouse cannot be estab-
lished by proof, a presumption (whether
supplied by local law, the decedent’s will,
or otherwise) that the decedent was sur-
vived by his spouse will be recognized as
satisfying requirement (1) only to the
extent that it has the effect of giving
to such spouse an interest in property
includible in her gross estate under sec-
tion 811. Under such clrcumstances, if
an estate tax return Is required to be
filed for the estate of the decedent's
spouse, the marital deduction will not be
allowed in the final audlt of the estate tax
return of the decedent's estate with re-
spect to any property interest which has
not been finally determined to be in-
cludible in the gross estate of his spouse.

For convenience the surviving spouse
is generally referred to in the’feminine
gender, but if the decedent is a woman
the reference is to her surviving husband.

(b) Definitions—(1) Passed from the
decedent. As used In this and the three
succeeding sections, the expressions
“passed from the decedent"” “passed from
the decedent to his surviving spouse”
and “passed from the decedent to a
person other than his surviving spouse"
have the meanings stated in this para-
graph. Except 85 otherwise indfcated in
subparagraphs (2) and (3) of this para-
graph, the following rules are applicable
in determining the person to whom any
property Interest “passed from the de-
cedent”’

(1) Property interests devolving upon
any person (or persons) as surviving
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costvner with the decedent under any
joint ownership wherein the nght of
survivorship existed are considered as
having passed from the decedent to
such person (or parsons).

(i) Property interests at any time sub-
ject to decedent’s power to appomnt
(whether alone or in copjunction with
any person) are considered as haning
pacsed from the decedent to the anp-
pointee under his exercise of the pawar,
or, In case of release or nonexercisz, as
havinz passed from the decedent to
the taker in default of exercise.

({lly The dower or courtesy interest (or
statutory Interest in Meu thereof) of the
decedent’s survivinz spouse is eonsidered
as having passed from the decedent to
such spouse.

(iv) In the casz of insurance upon
the life of the decedent, the proceeds are
considered as having passed from the
decedent to the parson who, at the tim=
of the decedent’s death, was entitled to
recelve such proceeds.

(v) Subject to the rules stated ip sub-
divisions (1) to (Iv) of this subpara-
graph, any propzrty interest fransferred
during life, baqueathed or devised by the
decedent, or inherited from the decedent,
is consldered as having passed {o the par-
son to whom he transferred, bequeathed,
or devised such interest, or to the persen
who inherited such interest from him.

It is comprehended by the forezomng
definition that where the surviving
spouse had, immediately prior to the
decedent’s death, merely an expectant
Interest in property held by her and th=2
decedent under community propariy
laws, such inferest Is considered as hav-
ing passed from the decedent to such
spouse. As to the circumstances under
which the interest of the surviving
spouse under community property laws
i3 regarded as merely expzctant, seez
pararraph (b) of § 81.47d.

(2) Passed from the decedent to his
surriving spouse. In generzal, the defi-
nition stated in subparagraph (1) of this
paracraph Is applicable in deferminming
the property Interests which “passed
from the decedent to his surviving
spouse” Special rules are provided,
however, In the case of certain trusts
with power of appaintment in the sur-
viving spouse and in the casz2 of praceads
held by the Insurer under a life insur-
ance, endowment, or annuity contract,
with power of appointment in the suwrviv-
ing spouse. (As to such rules, see para-~
graphs (¢) and (d) of this section.) As
to the rules applicable in case of dis-
claimer by the surviving spousz or by any
other person, in case of election by the
surviving spouse, and in cas2 of a contra-
versy involving the decedent’s will, sze
paracraphs (e) to (g) of this section.

Except fo the extent otharwise pro-
vided in paragraphs (c) and (d} of this
section, the marital deduction may be
taken with respect to a property interest
only if it passed to the surviving spous2
as beneficial owner. For this purpass,
where a property inferest passed from
the decedent in trust, such Iinferest is
considered to have passed from him fo
his surviving spouse to the extent of har
beneficial Interest therein. The deduc~
tion may not ba talen with respeet fo &
proparty intercst which passad to such



2630

spouse merely as trustee, or subject to a.
binding agreement by such spouse to dis-
pose of such interest in favor of a third
person.

The following are given as illustrative:

(1) A property interest bequeathed in trust
by H (the decedent) is considered as hav-
ing passed from him to W (his surviving
cpouse) if the trust Income is payable to W
for life and upon her death the corpus is
distributable to her executors or administra-
tors, or if W is entitled to the trust income
for a term of years following which the
corpus is to be paid to W or her estate, or
if the trust income is fo be accumulated
for a term of years or for W’'s life and the
augmentzd fund pald to W or her estate,
or if the terms of the trust meet the re-
quirements of paragraph (¢) of this section;
(i1) where H devised property to A for life
with remeindecr absolutely to W or her es-
tate, the remainder interest is considered
to have passed from H to W; (ili) proceeds
of Insurance upon the life of H are consid-
cred as having passed from H to W if the
terms of the contract meet the requirements
of paragraph (d) of this section, or if under
the terms of the contract the proceeds are
payable to W in a lump sum, or are payable
in installments to W for life and after her
death any remaining installments are pay-
able to her estate, or if interest on the pro-
ceeds is payable to W for life and upon her
death the principal amount is payable to her
estate, However, with respect to the fore-
going illustrations which involve interests
which are distributable to W's estate (or to
her executors cr administrators) in the event
of the termination of a trust or of a precedent
interest at or after her death, it should be
noted that the interest so distributable is to
be considered as having passed from H to W
only if such interest would be includible in
her gross estate under section 811 (a).

(3) Passed from the decedent to a per~
son other than his surmving spouse. The
expression “passed from the decedent to
& person other than his surviving spouse”
refers fo any property interest which,
under the definition stated in subpara-~
graph (1) of this paragraph, is consid~
ered as having “passed from the dece~
dent” and which, under the rules referred
to in subparagraph (2) of this paragraph,
is not considered as having “passed from
the decedent to his surviving spouse”

(¢) Trust with power of appontment
in surviving spouse. In the case of prop~
erty interests which passed from the
decedent to a trust, the terms of which
satisfy the five conditions stated in this
paragraph, the expression “passed from
the decedent to his surviving spouse” em-~
braces not only the beneficial interest
theremn of such spouse but also the inter~
est therein subject to her power to ap-
point. (As to the treatment of trusts
not meeting such conditions, see para-
graph (b) (2) of this section.) 'The five
conditions which must be satisfied by the
terms of the trust are as follows: »

(1) The surviving spouse must be
entitled for life to all the mncome from
the corpus of the trust.

(2) Such income must be payable an-
nually or at more frequent intervals.

(3) 'The surviving spouse must have
the power, exercisable 1n favor of herself
or of her estate, to appoint the entire
corpus free of the trust.

(4) Such power in the surviving spouse
must be exercisable by such spouse alone
and (whether exercisable by will or dur~
ing life) must be exercisable 1n all events,
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(5) The corpus of the trust must not
be subject to 2 power in any other person
to appoint any part thereof to any person
other than the surviving spouse.

In determiming whether the above-
stated conditions (1) to (5) are satisfied
by the terms of the trust, regard 1s to be
had to the applicable provisions of the
law of the jurisdiction governing the ad-
munistration of the trust. For example,
silence of the trust as to the frequency of
payment will not be regarded as a failure
to satisfy condition (2) in case the appli-
cable Jaw requires payment to be made
annually or more frequently.

The surviving spouse is “entitled for
life to all the income from the corpus
of the trust” within the meaning of
section 812 (e) (1) (B if the effect
of the trust is to give her substantially
that degree of beneficial enjoyment of
the trust property during her life which
the principles of the law of trusts accord
to a person who is unqualifiedly desig-
nated as the life beneficiary of a trust.
Such degree of enjoyment is given only
if it was the decedent’s intention, as
manifested by the terms of the tfrust
instrument and the surrounding circum-
stances, that the trust should produce
for the surviving spouse during her life
such an income, or that the spouse should
have such use of the trust property, as
1s consistent with the value of the trust
corpus and with its preservation. The
designation of the spouse as sole in-
come beneficiary for life will be sufficient
to qualify the frust unless the terms of
the trust considered as a whole evidence
an intention to deprive the spouse of
the requisite degree of enjoyment. In
determining whether a trust evidences
such intention the treatment required
or permitted with respect to individual
items must be considered mn relation to
the entire system provided for the ad-
mmustration of the trust.

If the over-all effect of the trust 1s to
give to the surviving spouse such en-
forceable rights as will preserve to her
the requsite degree of enjoyment, it
1s immaterial whether such result is
effected by rules specifically stated In
the trust instrument, or, 1n their absence,
by the rules for the management of the
trust property and the allocation of
receipts and expenditures supplied by
the State law. For example, where the
the State law does not provide for
amortization of bond premium, a pro-
vision 1n the trust instrument for such
amortization by appropriate periodic
charges to interest will not disqualify the
trust.

The rules to be applied by the trustee in
allocation of receipts and expenses be-
tween mcome and corpus must be con-
sidered in relation to the nature and
expected productivity of the assets pass-
ing 1n trust, the nature and frequency of
occurrence of the expected receipts, and
any provisions as to change in the form of
investments. Where it is evident from
the nature of the trust assets and the
rules provided for management of the
trust that the allocation to income of
such receipts as rents, ordinary cash divi-
dends and inferest will give to the spouse
the substantial enjoyment during life re-
qured by the statute, provisions that
such receipts as stock dividends and pro=

ceeds from the conversion of trust aseets
shall be treated as corpus will not dis-
qualify the trust. Similarly, provision
for a depletion charge against income in
the case of trust assets which are subject
to depletion will not disqualify the trust,
unless the effect is to deprive the spouse
of the requisite beneficilal enjoymecent.
The same principle is applicable in the
case of depreciation, trustees’ commis-
sions, and other charges.

Provisions granting administrative
powers to the trustee will not have the
effect of disqualifying the trust unless
the grant of such powers evidences the
intention to deprive the surviving spouse
of the beneficial enjoyment required by
the statute. Such intention will not be
constdered to exist if the eniire terms
of the instrument are such that the local
courts will impose reasonable limitations
upon the exercise of such powers.
Among the powers which if subject to
such limitations will not dicqualify the
trust are the power to allocate receipts
between income and corpus, the power to
determine the charges which shall be
made against income and corpus, the
power to apply the income for the benefit
of the spouse, and the power to retain the
assets passing to the trust. For example,
a power to retain trust assets which con-
sists substantially of unproductive prop-
erty will not disqualify if the applicable
rules for the administration of the trust
require the trustee to either make the
property productive or convert it within
a reasonable time. Nor will such a
power disqualify if such applicable rules
require the trustee to use the degree of
Judgment and care in the exercise of the
power which a prudent man would uge
if he were owner of the trust assets. A
power to retain a residence for the spouse
or other property for her personal use
will not disqualify the trust.

A trust will not qualify if its primary
purpose is to safeguard property without
providing the spouse with the required
beneficial enjoyment. Such trusts in-
clude not only trusts which expressly
provide for the accumulation of the in-
come but also trusts which indirectly
accomplish a similar purpose. For ex-
ample, assume that the corpus of a trust
consists substantially of property which
is not likely to be income produecing dur-
ing the life of the surviving spouse snd
that such spouse cannot compel the
trustee to convert or otherwise deal with
the property as described above, Such
a trust will not qualify unless the trustee
15 directed to provide the required bene-
ficial enjoyment, such as by payments
to the spouse out of other assets of the
trust.

If the surviving spouse is entitled to
only a portion of the trust income, or
has power to appoint only a portion of
the cornus, the trust fails to satisfy con«
ditions (1) and (3), respectively. How-
ever, such conditions may be satisfied by
one or more of several separate trusts
created by the decedent. An undivided
interest in property may constitute the
corpus of & trust, and the will or a single
trust instrument may create more than
one trust.

In the case of a trust created during
the decedent’s life, it 1s immaterinl
whether the trust satisfied conditions
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(1) to (5) prior to the decedent’s death.
In the case of a trust which may be
terminated during the life of the sur-
viving spouse, under her exercise of a
power of appointment or by distribution
of the corpus to her, the trust satisfies
condition (1) if such spouse is entitled
to the income until the trust terminates.

A trust fails to satisfy condition (1) if
the income 1sTequired to be accumulated
1n whole or in part or may be accumu-
lated mm the discretion of any person
other than the surviving spouse, if the
consent of any person other than the
surviving spouse is required as a condi-
tion precedent to distribution of the in-
come, if any person other than the sur-
viving spouse has the power to alter the
terms of the trust so as to deprive such
spouse of her right to the income, or if
any person other than the surviving
spouse 15 entitled to any part of the in-
come during the life of such spouse. A
trust will not fail to satisfy condition (1)
merely because its terms provide that
the right of the surviving spouse to the
mcome shall not be subject to assign-
ment, glienation, pledge, attachment or
claims of creditors.

The terms “entitled for life” and “pay-
able annually or more frequently,” as
used mn conditions (1) and (2) require
that under the terms of the trust the in-
come referred to must be currently (at
least annually) distributable to the
spouse or that she must have such com-
mand over the income that it is virtu-
ally hers. Thus, conditions (1) and (2)
are satisfied in this respect if, under the
terms of the trust mnstrument, the spouse
has the right exercisable annually (or
more frequently) to requre distribution
to herself of the trust income, and other-
wise the trust mmcome 1s to be accumu-
lated and added to corpus. Similarly,
as respects the income for the period be-
tween the last distribution date and the
date of the spouse’s death, it 15 sufficient
if such income 1s subject to the spouse’s
power to appoint.

A trust is not to be regarded as failing
to satisfy conditions (1) and (2) merely
because the spouse 1s not entitled to the
mcome from estate assets for the period
prior to distribution of such assets to the
trustee, unless the executor 1s, by the de-
cedent’s will, authorized or directed to
delay such distribution beyond the period
reasonably requured therefor. As to the
valuation of the property interest pass-
meg to the spouse 1n trust where the right
to income 1s postponed, see § 81.47¢ (a)

In order to satisfy conditions (3) and
(4) the power of the surviving spouse to
appoint the entire corpus free of the trust
must fall within one of the following
categories:

(1) A power so to appomnt fully exer-
cisable 1n her own favor at any time fol-
lowing the decedent’s death (as, for ex-
ample, an unlimited power to invade)

(ii) A power so to appomni exercisable
in favor of her estate. Such power, if
exercisable during life, must be fully ex-
ercisable at any time dunng life, or, if
exercisable by will, must be fully exer-
cisable urrespective of the time of her
death.

(iii) A combination of the powers de-
scribed under (i) and (ii) For example,
the surviving spouse may until she at-
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tains the age of 50 years have & power
to appoint to hersel and thereafter have
a power to appoint to her estate. How-
ever, condition (4) is not sotisfied unless
irrespective of when the survivinT spouze
may die the trust corpus will at the time
of her death be subject to one or the
other such power.

The power in the surviving spouse must
be a power to appoint the corpus to her-
self as unqualified owner or to appoint
the corpus as a part of her estate, that
is, in efiect, to dispose of It to whomsscever
she pleases. Thus, if the survivinz
spouse entered into a binding cSrecement
with the decedent to exercise the power
only in favor of thelr issue, condition (3)
is not met. The trust will not bz re-
garded as failing to satisfy condition (3)
merely because tokers in defaulb of the
surviving spouse’s exercise of the power
are designated by the decedent. The
decedent may provide that, in default of
exercise of the power, the trust shall con-
tinue for an additional peried.

In order for condition (4) to be satis-
fied, the power in the surviving spouse
to appolnt the corpus to herself or to her
estate must be exercisable without the
joinder or consent of any other person.
The power Is not “exercisable in all
events” as required by sectlon 812 (e)
(1) (¥), if it can be terminated during
the life of the surviving spouse by any
event other than her complete exercise
or release thereof. Tor exnmple, 2 power
which is not exercisable in the event of
the spouse's remarriage is not exercisable
in all events.

The power in the surviving spouse is
exercisable in all events only if it exlists
immediately following the decedent's
death. For example, if the power given
to the surviving spouse Is exercisable
during life, but cannot be effectively ex-
ercised prior to distribution of the trust
assets by the executor to the trustee,
such power is not exerclsable in all
events. Similarly, If the power Is exer-
cisable by will, but cannot be effectively
exercised In the event the surviving
spouse dies before receipt of the trust
assets by the trustee, such power is not
exercisable in all events. However, the
trust will not be disqualified by the mere
fact that, in the event the power is ex-
ercised during administration of the
estate, payment of the assets to the ap-
pointee will be delayed for the period
of administration. If the power is iIn
existence at all times following the de-
cedent’s death, limitations of o formal
nature will not disqualify. Examples of
formal limitations on a power exercis-
able during life are requirements that
exercise must be {n a particular form,
that it must be flled with the trustee,
that reasonable notice must be given, or
that reasonable intervals must elapze
between successive partial exerclses.
Examples of formal limitations on a
power exercisable by will are that it must
be exercised by a will executed by the
surviving spouse after the decedent’s
death or that exercice must be by spe-
cific reference to the power.

The trust will fail to satisfy condition
(5) if the decedent created o power in
the trustee, or in another person, to in-
vade the corpus of the trust for the
benefit of any person other than the
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surviving spouse. However, only pawers
in other parzons which are in opposition
to thot of the sixviving spouse will eause
the trust to fail to satisfy condition (5)
For example, assume that g decedent
created a trust, desiznating his strmiving
spouse as Income beaneficiary for life and
as donee of a power to appoint fhe cor-
pus. The decedent further provided
that in the event the surviving spousz
should die without having exercised the
power, the trust should continue for thz
life of his son with power in such son to
appoint the corpus. Since the power in
the son could become exercisable only
after the death of the surviving spouss,
the trust Is not rezarded as fafling to
satisfy condition (5)

(d) Proceeds neld by the insurer under
a life insurance, endowment, or annuity
contract, with power of appnntment 12
surviving spouse. Section 812 (e) (D)
(G) provides a special rule in the casz
of a property interest which passed from
the decedent in the form of procseds
held by the insurer under the terms of
o lfe insurance, endowment, or annuity
contract which satisfy the five condi-
tions herelnafter stated. V7ith respect
to such proceeds, the expression “passad
from the decedent to kis surviving
spouse” embraces not only the interest
of such spouse under the confract buf
2lso the Interest thereunder subject fo
her power to appoint. The five condi-
tlons which must be satisfled by the
terms of the contract are as follows:

(1) The proceeds must be held by the
insurer subject to an agreement either
to pay the proceeds in installments, or
to pay Interest thereon, with all such
amounts payable during the life of the
surviving spouse payable only to her.

€2) Such installments or interest must
b2 payable annually, or more frequently,
commencing not later than 13 months
after the decedent’s death.

(3) The surviving spouse must have
the power, exercisable in favor of her-
self or of her estate, to appoint all
amounts so held by the Insurer.

(4) Suchypowerin the surviving spouse
miust be exerclzable by such spouse alone
and (whether, exercisable by will or dur-
in~ life) must be exercisable in all events.

(5) The amounts payable under such
contract must not be subject fo a2 power
in any other parson to appoint any part
thereof to any person other than the
surviving spouse.

If the interest of the surviving spaus2
under o life insurance, endowment, or
annuity confract is in proceeds held by
the insurer which do not, however, rep-
resent the entire amounf payable under
such contract, the provisions of szction
812 (e) (1) (G) nevertheless apply to
such proceeds so held to which all five
of the above condifions apply. For
example, an insurance contract on the
decedent’s life may provide for payment
of the proceeds into two funds to b2 held
by the insurer. Insuch case,if all fiveof
the above conditions are satified with
respech to all amounts payable into cne
such fund, then the spzcial role of sse-~
tion 812 (e) (1) (G) is apnlicable to the
proceeds held in such fund.

The provislons of section 812 (@) (1)
(G) are applizablz wilh respeet fo 2
property interest waich paszzd from the



2632

decedent in the form of proceeds of a
policy of insurance upon the decedent’s
life, a policy of insurance upon the life of
a person who predeceased the -decedent,
g matured endowment policy, or an an-
nuity contract, but only in case such pro-
cecds are to be held by the insurer. With
respect to proceeds under any such con-
tract which are to be held by a trustee,
with power of appointment in the sur-
viving spouse, see paragraph (¢) of this
section, As to the treatment of pro-
ceeds not meeting the requirements of
such paragraph (c) or of this paragraph,
see paragraph (b) of this section.

In the case of a contract under which
payments by the insurer commenced dur-
ing the decedent’s life, it is immaterial
whether conditions (1) to (5) were satis-
fied prior to the decedent’s death.

Conditions (1) and (2) are satisfied if,
under the terms of the contract, the
spouse has the right exercisable annually
(or more frequently) to requre distri-
bution to herself of installments of the
proceeds, or interest on the proceeds, as
the case may be, and otherwise such in-
stallments or interest is to be accumu-
lated and held by the insurer pursuant
to the terms of the contract. A contract
which otherwise requires the insurer to
make annual or more frequent payments
to the surviving spouse following the de-
cedent’s death, will not be disqualified
merely because the survaving spouse must
comply with certain formalities 1n order
to obtain the first payment. For exam-
ple, the contract may satisfy conditions
(1) and (2) even though it requres the
surviving spouse to furnish proof of
death before the first payment 1s made.
Condition (1) is satisfled where interest
on the proceeds is payable, annually or
more frequently, for & term, or until the
occurrence of a specified event, following
which the proceeds are to be paid in an-
nual or more frequent installments,

In determining whether the terms of
the contract satisfy conditions (3) (4)
and (5) the principles stated in para-
graph (c) of this section are applicable.
As stated in such paragraph (¢) the sur-
viving spouse’s power to appont 1s “ex-
ercisable in all events” only if it is in
existence immediately following the de-
cedent's death. For examples of formal
limitations on the power which will not
disqualify the contract, see such para-
graph (¢) Where the power 1s exer-
cisable from the moment of the dece-
dent’s death, the contract is not disquali-
fied merely because the insurer may re-
quire proof of the decedent’s death as o
condition to making payment to the ap-
pointee. Where the submission of proof
of the decedent’s death is a condition to
the exercise of the power, the power will
not be considered “exercisable in all
events” unless, in the event the survaving
spouse had died immediately following
the decedent, her power to appoint would
have been considered to exist at the time
of her death, within the meaning of sec-
tion 811 (f) (3) (See §81.24 (b) (1).)

It is sufficient for the purposes of con-
dition (3) if the surviving spouse has the
unqualified power, exercisable in favor
of herself or her estate, to appomnt all
amounts held by the insurer which are
payable after her deathr, Such power to
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appoint need not extend to installments
or inferest which will be paid to such
spouse during her life.

It is not necessary that the phrase
“power to appoint” be used in the con-
tract. TFor example, condition (3) is
satisfied by terms of a contract which
give the surviving spouse a right which
is in substance and effect a power o ap-
powmnt to herself or her estate, such as a
right to withdraw the amount remain-
ing in the fund held by the insurer, or
a night to direct that any amount held
by the insurer under the contract at
her death shall be paid to her estate.

(e) Effect of disclaymer Section 812
(e) (4) (A) prownides that where the sur-
viving spouse makes a disclaimer of eny
property interest which would otherwnse
be considered as having passed from the
decedent to such spouse, such disclaxmed
interest is to be considered as having
passed from the decedent to the person
or persons entitled to receive such in-
terest as a result of the disclaimer. A
disclaimer is a complete and ungualified
refusal fo accept the rights to which one
is entitled. It 1s, therefore, necessary,
for the purpose of section 812 (e) (4)
(A) to distinguish between the surviv-
1ng spouse’s disclaimer of a property in-
terest and her acceptance and subse-
quent disposal of & property interest
For example, if proceeds of insurance are
payable to the surviving spouse and she
refuses such proceeds which conse-
quently pass to an alternative beneficiary
designated by the decedent, the pro-
visions of section 812 (e) (4) (A) are
applicable and the proceeds are con-
sidered as having passed from the de-
cedent to the alternative benefi¢iary. On
the other hand, if the surviving spouse
directs the insurance company to hold
the proceeds at interest during her life
and, upon her death, to pay the principal
sum to another person designated by her,
thus effectifig a transfer of & remainder
interest therein, such proceeds are con-
sidered as having passed from the de-
cedent to such spouse.

However, under the provisions of sec-
tion 812 (e) (4) (B) it 1s unnecessary to
distinguish, for the purposes of the mari-
tal deduction, between a disclaxmer by
a person other than the surviving spouse
and a transfer by such person. Such
section provides that where the surviv-
ing spouse becomes entitled to receive
an interest in property from the dece-
dent as a result of g disclaimer made by
some other person, such interest is,
nevertheless, considered as having passed
from the decedent, not to the surviving
spouse, but to the person who made the
disclaimer, as though the disclaimer had
not been made. Where, as a result of a
disclaimer made by a person other than
the surviving spouse, a property mterest
passes to a trust which meets the condi-
tions set forth in paragraph (c¢) of this
section, the rule stated in the preceding
sentence applies, not only with respect to
the portion of such interest which bene-
ficially vests 1n the surviving spouse, but
also with respect to the portion over
whach such spouse acquires a power to
appownt. Such rule applies also in the
case of proceeds under a life insurance,
endowment, or annuity contract, which,

as g result of a disclalmer made by o
person other than the surviving spouge,
are held by the insurer subject to the
conditions set forth in paragraph (d) of
this section.

() Effect of election by surviving
spouse. 'The following rules are appli-
cable where the surviving spouse may
elect between a property interest offered
to her under the decedent’s will or other
instrument and a property interest to
which she is otherwise entitled (such as
dower, & right in the decedent’s estote,
or her interest under community prop-
erty laws) of which adverse disposition
was attempted under such will or other
instrument. If the sutviving spouss
elects to take sgainst the will or other
instrument, then (1) the property in-
terest offered thereunder is not consid-
ered as having “passed from the decedent
to his surviving spouse” snd (2) the
dower or ofher property interest retained
by her is considered as having so passed
only if it otherwise so qualifies under this
section. If the surviving spouse elects
to take under the will or other instru-
ment, then () the dower or other prop-
erty interest relinquished by her is not
considered as having “passed from the
decedent to his surviving spouse” (ir-
respective of whether it otherwize comes
within the definition stated in paragraph
(b) of thus section) and (i) the Interest
taken under the will or other instrument
is considered as having so passed only if
it otherwise so qusalifies under this sec-
tion. As to the valuation of the property
interest taken under the will or other in-
strument, see paragraph (b) of § 81.4%7c.

(g) Will contests. If as a result of &
controversy involving the decedent’s will,
or involving any bequest or devise there-
under, his surviving spouse assigns or
surrenders & property interest in settle-
ment of such controversy, the interest so
assigned or surrendered is not considered
as having “passed from the decedent to
his surviving spouse”

If as a result of a controversy involve
ing the will, or involving any bequest
or devise thereunder, a property interest
is assigned or surrendered to the surviv«
ing spouse, the interest so acquired will
be regarded as having “passed from the
decedent to his surviving spouse” only If
such assignment or surrender was o
bona fide recognition of enforceable
rights of the surviving spouse in the
decedent’s estate. Such a bong flde
recognition will be presumed where such
assignment or surrender was pursuant
to a deciston of a local court upon the
merits in an adversary proceeding fol-
lowing o genuine and active contest.
However, such a decree will be accepted
only to the extent that the court passed
upon the facts upon which deductibility
of the property interest depends. If such
assignment or surrender was pursuant
to a dezree rendered by consent, or pur-
suant to an agreement not to contest
the will or not to probate the will, it will
not nezessarily be accepted as a bong
fide evaluation of the rights of the
spouse.

§81.47Th  Nondeductible interests—
(8) General. 'The property interests
which passed from the decedent to his
survaving spouse (as set forth in § 81.47a)
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fall within two general categories: (1)
Those with respect to which the marital
deduction 1s authonized, and (2) those
with respect to which the marital deduc-
tion 1s not zuthorized. Such categories
are heremaffer referred to as “deduc-
tible 1nterests” and “nondeductible in-
terests” respectively. As to the several
classes of “nondeductible mnterests” see
paragraphs (b) to (f) of fhis section.
Subject to the limitation set forth In
§ 81.47d, the marital deducHon is equal
m amount to the aggregate value of the
“deductible iterests” that is, the prop-
erty interests which passed from the de~
cedent to his surviving spouse and do
not fall within any of the classes de-
scribed m such paragraphs (b) to (f)
of this section.

(b) Inierests mot wncluded wn gross
estate. Any property interest whuch
passed from the decedent to s sur-
viving spouse 1s a2 “nondeductible inter-
est” to the extent it 1s not mcluded in
the decedent’s gross estate.

(c) Inlerests wilh respect to which a
deduction s taken under section 812 (b)
‘Where 2 deduction $aken under section
812 (b) specifically pertamns to s prop-
erty mnterest which passed from the de-
cedent to his swrviving spouse, such in-
terest 1s, to the extent of such deduction
under section 812 (b) a “nondeductible
interest” 'Thus, a property interest
which passed from the decedent to his
surviving spouse in satisfaction of = de-
ductible claim of such spouse against the
estate 15, to the extent of the claim, a
“nondeductible mterest” (See para-
graph (b) of §81.47c.) If during set-
tlement of the estate a loss deductible
under section 812 (b) occurs with respect
to a property interest, then such interest
is, to the extent of the deductible loss,
& “nondeductible interest” for the pur-
poses of the marital deduction. Amounts
deducted under section 812 (b) (8) for
any allowance for the support of the sur-
viving spouse during the settlement of the
estate, or under section 812 (b) (2) for
commussions allowed to the surviving
spouse as executor do not come within
the definition of interests which “passed
from the decedent to lis surviving
spouse” As to the valuation, for the
purpose of the marital deduction, of any
property interest which passed from the
decedent to hus surviving spouse subject
to 2 mortgage or other incumbrance, see
paragraph (b) of § 81.4%7¢.

(@) Interestin property which another
person may possess or enjoy. Section 812
(e) (1) (B) prowides that no marital
deduction shall be allowed with respect
to certamn properiy interests (referred
to generally as “termunable interests”)
which passed from the decedent to hus
surviving spouse, in case:

(1) An mterest In the same property
passed at any time (for less than an
adequate and full consideration in money
or money’s worth) Ifrom the decedent to
any person other than such spouse (or
the estate of such spouse) and

(2) By reason thereof, such person (or
his heirs or 2ss1gns) may pOSSess or en-
10y any part of such property after the
termination or failure of the interest
theremn which passed from the decedent
to lus swrviving spouse,
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The foregoing provision is cpplicable
only where intercsts in the same prop-
erty passed from the decedent both o
his surviving spouse, and to some cther
person (for less than an adequate and
full consideration in money or moncy’s
worth) and is applicable irrespective of
whether both such Interests passed from
the decedent at the same time or under
the same instrument. Under such cir-
cumstances, if the other person to whom
an interest passed may, by reason
thereof, possess or enjoy any part of the
property after the termination or failure
of the interest therein which passed
from the decedent fo his surviving
spouse, the latter interest Is a “nonde-
ductible interest” As to the meanine
of the term “passed from the decedent
to a person other than his surviving
spouse” see paragraph (b) of §81.47a.

In determining whether an infercst
in the same property pasced from the
decedent both to his surviving spouse
and to’ some other person, a distinction
is to be drawn between “property” os
such term is used in section 812 (e) and
an “interest in property” The term
“property” refers to the underlying
property in which various interests ex-
ist; each such interest is not for this
purpose to be considered as “property”

Interests which passed to o person
other than the surviving spouse include
interests so passing under the decedent’s
exercise, release, or nonexercice of o
nontaxable power to appoint. It s im-
material whether the property Interest
which passed from the decedent to n
person other than his surviving spouse
is included in the decedent’s gross
estate.

The term “person other than his sur
viving spouse” includes the possible un~
ascertained talkers of a property inter-
est, as, for example, the members of o
class to be ascertained in the future. As
another example, assume that the de-
cedent created a power of appointment
over a property interest, which does nok
come within the purview of paragraph
{c) or (d) of §81.47a. In such a case,
the term “person other than his surviving
spouse” refers to the possible anpointecs
and possible takers in default (other then
the spouse) of such property interest.
Whether there is g possibility that the
“person other than his surviving spouse”
or the heirs or assigns of such person)
may possess or enjoy the property fol-
lowing termination or fallure of the in-
terest therein which passed from the de-
cedent to his surviving spouse is to be
determined as of the time of the dece-
dent’s death.

In the following examples it §s aosumed
that the property intercst which posced
from the decedent to a person other than
his surviving spouse was not for an ade-
quate and full consideration in money or
money's worth:

(1} E (the dccedent) doviced real property
to W (his swrriving wife) for life, with ro-
mainder to A tnd bis helrs, The intorect
which pacsed from H to W Is a “nondceductible
intercst” eince 16 will tcrminote upon her
death tnd A (or his helrs or acsionsy will
thereafter pessess or enjoy tho Lroponty.

(i) H deviced real praperty to W for ife,
and created In Vo poseer, cxcrelcable by wii,
to appoint the remalnder intercst to ony por-

2633

£3n. In default of eppsintment by W, the
rcmoindsr Interest oo to go to A ond his
heiro, Aco > thot under the local law
W did nat tolo the rezl pronerty 25 chaolute
ovncy, nsr s trustee of 2 trust meoeting the
roquirements of §81.472 foy, the interest
wirch pooced from H to Wis o “nond-ductible
intercst” cince cuch imterest will terminate
upan her denthand A oz bis belrs or aszizns)
mav thereafter natoess or en{oy the property.
{As to c2o2s In which o “deductible interest”
may calst where a lHfe Interest Is couplzd
with o pawer to appaint under o trust or
insuranc? contract, cze parsgraphs (€) and
{d) of 581.47a.)

(145) Hbogueathed th2recidue of his estate
in truct for the bencft of W and A. The
truct income {3 to ko poid to W ior Kfe, and
upcn ber death the eorpus i to be distributed
to A or his i~cue., Howerver, If A should diz
without foaue, leaving W osureivin?, the cor-
pus 15 then to b2 distributed to W, The in-
terest whtch pocsed from H to W is ¢ “none-
deductible interest” cince it will terminate
in the event of her death If A or his Izsuc
curvive, and A or bis fcoue Rl thereafier
Ro0o3 o enfoy the proporty.

(iv} H durioy his Hictime purchozed en
annuity esntroct providing for papments to
him-clf for Jife and then to W for lfe if she
chould curvive him. Upon the death of the
curvivor of H ond W, the exececs, If any, of
the ¢ost of the controet over the annuity
payments therctofore made was to be re-
funded to A. Tke Interest vwhich paszed
from B to W I3 a “nondeductible interest”™
cince A may pooicss or enjsy o part of the
provcrty following the termination of the
intcrest of W I, hiowever, the contract pro-
vided for no refund upan the death of the
curvivor of B and W, or providad that any
refund was to go to tha estate of the sur-
viver, then the Interest which pacced from
H to W 15 (to th2 extent it i3 included In
H'5 grocs estate) a “deductible intorest.”

{v) E dovized property to W znd A o5
joint tenonts with right of curvivership, The
intcrect Ghich paced from H to0 VW i3 & *non-
deductible fnterest™ since, If the tenancy 13
not covered and A survives W, the foterest of
Y will torminate and A will eontinue to paz-
€223 o enjoy the proporty.

(v1) H, in contemplation of death, trons-
ferred a recidence to A for life with rematnder
1o W provided W curvivs A, but i W predo-
ceaces A, the property fs to pass to B and
hishclre, X it 15 aommmed that H died during
A’ lifetime, ond the value of the residence

s included in dotermininz the valus of
his gyeos estate, the mtcrest walch passed
from B to W 13 o “nondcductipic interest™
cince such Interect will terminate i T pre-
deccaccs A and the proporty will thoreafter
k2 poctoozod or enfoyed by B (or his helrs
or accimmch. TRIS remuit is not affected by
B's ecoirnment of his interest during Hs
Ufetime, whether mod> in favor of W or an~
other porcan, cincs the tam “coxions” (25
u-zd In coetion 812 (c) (1) (B)) includes
guch asirmen. Hawever, I 1t {3 cozumed
that A predecoacid M, the Intczest of B in
the praperty wos cstinguished, and, viswed
€5 ¢f the timo of the subizgusnt dzoth of
H, the interest whish pactad from him to W
is the entire interect In the property and,
therofore, o Ydeductible Intrest”

(vity} B trancferrcd real property to A,
rece g the rizat to the rentals of the
proporty for o term el £ years. BEdied within
cueh 23-vear term, beyucathiny the right to
the remaininy rentals to o trust. Thz terms
of tho truct catisfy the five conditions stated
in parccxoph (e) of §8l47z, <o that the
prowcrty intcrest which pocsed In trust I
concldered to boave pacsed from H to W.
Such intcrest 15 o “nondeductible interest”
cince it will terminate uron the exniration
of the term ond A will thoreafter possess or
cnjoy tho propocty.

¢vill) B bequoatined o patent to WWand A
5 toaonts fn commisn, In thus eace, the in-
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terest of W will terminate upon the expira-
tion of the term of the patent, but posses-
sion or enjoyment of the property by A must
necessarily cease at the same time, There-
fore, since A’s possession or enjoyment can-
not outlast the termination of W’s interest,
the latter is a “deductible interest”

The above-stated provision 1s to be
applied with respect to the property in-
terests which actuaily passed from the
decedent. Subsequent conversions of
the property are immatenial for tiis
purpose. Thus, where a decedent be-
queathed his estate to s wife for life
with remainder to his children, the n-
terest which passed to his wife 1s a “non-
deductible interest” even though the
wife agrees with the children to take a
fractional share of the estate in lieu
thereof, or sells the life estate for cash,
or acquires the remander interest of the
children either by purchase or gift.

Section 812 (e) (1) (D) provides an
exception to the general rule stated in
this paragraph. In general, the object
of section 812 (e) (1) (D) 1s to prevent a
property interest from being classified as
“nondeductible” where (i) the only con-
dition under which it will terminate 1s
the death of the surviving spouse within
6 months after the decedent’s death, or
the death of such spouse as a result of &
common disaster which also resulted in
the decedent’s death, and (i) such con-
dition does not in fact occur. The fol-
lowing examples illustrate the applica-
tion of the exception provided by section
812 (e) (1) (D)

Ezample (1). A decedent bequeathed his
entire estate to his spouse on condition that
she gurvive him by 6 months. In the event
his spouse failed to survive him by 6 months,
his estate was to go to his niece and her
helrs. The decedent was survived by his
spouse. It will be observed that, as of the
time of the decedent’s death, it was possible
that the niece would, by reason of the inter-
est which passed to her from the decedent,
possess or €1joy the estate after the termina-
tion of the interest therein which passed to
the spouse. Hence, under the general rule
set forth in this paragraph, the interest
which passed to the spouse would be regarded
as a “nondeductible interest” If the sur-
viving spouse in fact died within 6 months

after the decedent’s death, such general rule-.

is to be applied, and the interest which
passed to such spouse is a “nondeductible in-
terest” However, if such spouse in fact sur-
vived the decedent by 6 months, thus extin-
guishing the interest of the niece, the case
comes within the exception provided by sec-
tion 812 (e) (1) (D), and the interest which
passed to such spouse is a “deductible inter-
est” (It is assumed for the purpose of this
example that no other factor which would
cause such interest to be “nondeductible” is
present.)

Ezample (2). The facts are the same as in
example (1) except that the will provided
that the estate was to go to the niece either
in case the decedent and his spouse should
both die as a result of & common disaster, or
in case the spouse should fail to survive the
decedent by 3 months. It is assumed that
the decedent was survived by his spouse. In
this example, the interest which passed from
the decedent to his surviving spouse is to be
regarded as a ‘“nondeductible interest” in
case the surviving spouse in fact died either
within 8 months after the decedent’s death
or as & result of a common disaster which also
resulted in the decedent’s death. However,
if stich spouse in fact survived the decedent
by 3 months, and did not thereafter die as
o result of a common disaster which also
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resulted In the decedent’s death, the excep-
tion provided under section 812 (e) (1) (D)
will apply.

Where the only condition which will
cause the interest taken by the surviving
spouse to terminate 1s of such nature that
it can occur only within 6 months fol-
lowing the decedent’s death, the excep-
tion provided under section 812 (e) (1)
(D) will apply, provided the condition
does not 1n fact occur. However, where
such condition (unless it relates to death
as a result of a common disaster) 1s one
which may oceur either within such
6-month period or thereafter, the excep-
tion provided under section 812 (e) (1)
(D) will.not apply.

‘Where a property mterest pessed from
the decedent to his surviving spouse sub-
ject to the condition that she does not
die as a result of a common disaster
which also resulted in. the decedent’s
death, the exception provided under sec-
tion 812 (e) (1) (D) will not be applied
in the final audit of the return if there
1s still a possibility that the survaving
spouse may be deprived of such properfy
interest by operation of the common dis-
?.ster provision as given effect by the local
aw.

(e) Termainable interest to be uncquired
by exzcutor or itrustee. Section 812 (e)
(1) (B) also provides that no marital
deduction may be taken with respect to
a life estate or other “termunable inter-
est” whach 1s to be acquired for the sur-
vivin, spouse, pursuant to directions of
the decedent, by his executor or by a
trustee. Other examples of “terminable
interests” are an annuity, an estate for
years, a patent, and a copyright. Sec-
tion 812 (e) (1) (B) provides that a prop-~
erty interest shall not be considered a.
“terminable interest” merely because it
15 the ownership of a bond, note, or simi-
lar contractual obligation, the discharge
of which would not have the effect of an
annuity for life or for a term.

The foregoing provision 1s applicable
only with respect to any property inter-
est wlach the decedent directed his ex-
ecutor or a trustee to expend, subse-
quently to his death, in the acqusition
of a life estate, annuity, or other “termm-
nable 1nterest” for his surviving spouse.
In. such a case the property interest
which 1s to be so expended is a “nonde-
ductible interest.” The foregoing pro-
vision 1s not applicable, however, 1n the
case of a general authorization to rein-
vest property, whereunder the execufor
or trustee may acquire either “termi-
nable interests” or other property in-
terests.

Ezample. A decedent bequeathed $100,000
to his wife, subject' to a direction to his ex-
ecutor to use such bequest for the purchase
of an annuity for the wife. The bequest is of
a “nondeductible Interest.”

(f) Interest payable out of a group of
assets. Section 812 (e) (1) (C) pro-
vides that where the assets (included 1n
the decedent’s gross estate) out of which,
or the proceeds-of which, an interest
passing to the surviving spouse may be
satisfied include & particular asset or
assets with respect to which no deduc-
tion would be allowed if such asset or as-
sets passed from the decedent to such
spouse, then the value of such interest

\
passing to such spouse shall, for the pur-
pose of the marital deduction, be reduced
by the aggregate value of stich particular
assets.

In order for the foregoing provision to
apply, two circumstances must cocxist,
as follows:

(1) The property interest which
passed from the deceden. to his surviv-
ing spouse must be pavable out of a
group of assets included in the gros. es«
tate. Examples of proparty interests pay-
able out of a group of assets are o genoral
legacy, a bequest of the residue of the
decedent’s estate or of a portion of the
residue, and a right to a share of the
corptis of & trust upon its termination,

(2) The group of assets out of which
the property interest is payable must in-
clude one or more particular assets which,
if pessing specifically to the surviviag
spouse, would be “nondeductible inter-
ests”

If the above circumstances are both
present, the property interest payable out
of the group of assets is (except as to any
excess of its value over the agrrepgato
value of the particular asset or assets
which would not be deductible if passing
specifically to the surviving spouse) &
“nondeductible interest”

Example. A decedent bequeathed onge
third of the restdue of hig estate to his wife;
The property passing under the decedent's
will included a right to the rentals of an of«
fice bullding for a term of yoars, resorved
by the decedent under a deed of the bullding
by way of gift to his son. The decedont did
not make a specific bequest of the right to
such rentals. Such right, if passing spepifl
cally to the wife, would be a “nondeduotible
interest” (See paragraph (d) of thiy seo-
tion.) If {t is assumed that the value of
the bequest of one-third of tho resfdus of
the estate to the wife was 85,000, and that
the right to the rentals was included in tho
gross estate at a value of $60,000, thon the
bequest 1s, to the extent of £60,000, a “non«
deductible interest”

§ 81.47¢ Valuation of property tuter
est passing to surviving spouse—{(a) In
general. The value, for the purpose of
the marital deduction, of any “deductible
interest” which passed from the decedent
{0 his surviving spouse is to be deter«
mined as of the date of the decedent’s
death, unless the executor elects the op=
tional valuation method in accordance
with the provisions of § 81.11, in which
case the value of any stich interest is to
be determuned as of such date with ad«
justment as explained in § 81.11. The
marltal deduction may be taken only
with. respect to the net value of any “de-
ductible interest” which passed from the
decedent to his surviving spouse, the
same principles being applicable as if
the amount of a gift to such spouse were
being determined. In determining the
value of the interest in property passing
to the spouse account must be taken of
the effect of any material limitations
upon her right to incorme from the prop-
erty., An example of a cate in which this
rule may be applied is a case in which the
decedent bequeaths property in trust for
the benefit of his spouse but the income
from such property from the date of the
decedent’s death until distribution of the
property to the trustee is to be used to
pay expenses incurred in the sdminis-
tration of the estate.
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() Property wnterest subject to an in~
cumbrance or obligation. Section 812
(e) (1) (B prownides that where a prop-
erty interest passed from the decedent to
Tus surviving spouse subject to a mort-
gage or other mncumbrance, or where an
obligation 1s imposed upon the surviving
spouse by the dzcedenf mm connection
with the passing of a property mnterest,
the value of such property interest 1s to
be reduced by the amount of such mort-
gage, other mcumbrance, or obligation.
The passing of a property mterest subject
to the imposition of an obligation by the
decedent does nof include a beguest, de-
vise, or transfer in lieu of dower, curtesy,
or of a statutory estate created 1n lieu of
dower or curtesy, or of other marital
nights in the decedent’s property or
estate. The passing of a property in-
terest subject to the imposition of an
obligation by the decedent does, how-
ever, include a beguest, ete., i liew of the
interest of his surviving spouse under
community property laws unless such in~
terest was, immediately prior to the de-
cedent’s death, & mere expectancy. (As
{0 the circumstances under which the in-
terest of the surmving spouse is regarded
as a mere expectancy see paragraph (b)
of §81.47d.)

The following are ilustrative of prop-
erty mnterests which passed from the
decedent to his surviving spouse subject
to the mnuposition of an obligation by
the decedent:

(1) A decedent dewised s residence
valued at $25,000 to his wife, with 2 di-
rection that she pay $5,000 to his sister.
For the purpose of the marital deduction,
the value of the property interest passing
to the wife 1s only $20,000.

(2) A decedent dewvised real property
to us wife i satisfaction of a debt-owing
to her. The debf i1s a deductible claym
under section 812 (b) (3) Since the wife
15 obliged to relinqush such claim as a
condition to acceptance of the devise,
the value of the devise s, for the purpose
of the marital deduction, to be reduced
by the amount of such claym,

(3) A decedent bequeathed certain
securities fo Ins wife 1n lieu of her inter-
est 1 property held by them as com-
munity property under the law of the
State of thewr resdence. The wife
elected to relingsh her community
property interest and to take the bequest.
For the purpose of the marital deduc-
tion, the value of the bequest 15 to be
reduced by the value of the community
property interest relinguished by the
wife.

(c) Effect of death tazes. Section 812
(e) (1) (B) provides that in the deier-
mmation of the value of any property
mierest which passed from the decedent
to his surviving spouse, there shall be
taken mto zecount the effect which the
Federal estate tax, or any estate, suc-
cession, legacy, or inheritance tax, has
upon the net value to the swviving
spouse of such property interest.

For example, assume that the only be-
quest to the surniving spouse 15 of $100,~
000 and such spouse 1s requred to pay
State mheritance tax in the amount of
$1,500. If no other death tazes affect
the net value of the bequest, such value,
for the purpose of the marital deduc-
tion, 15 £98,500,
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To take another example, accume that
a decedent devised to his wife real prop-
erty having a value for Federal estate
tax purposes of $100,000, and also be-
queathed to her a “nondcductible” Inter-
est for life under o trust. The State of
residence values the real property of £90,~
000 and the Hfe intercst at £20,000, and
imposes an inberitance tazz (at gradunted
rates) of £4,800 with respoet to the tvwo
interests. If it is cesumed that such in-
heritance tax Is required to be raid by
the wife, the aniount thercof to be as-
cribed to the devise js—

80,000 ... a
120,000 +{£4,800=53,600,
Accordingly, if no othcr death taxes af~
fect the net value of the bequest, cuch
value, for the purpose of the marital de-
duction, is $100,000 less 53,600, or £95,400,
If the decedent bequeaths bis reziduery
estate, or a portion thercof, to his sur-
viving spouse, and his will contains o di-
rection that all death tases shall be pay-
able out of such residuary estate, the
value of the bequestk, for the purpose of
the marital deduction, fs based upon the
amount of the residue as reduced pursu-
ant to such direction. If the reziduary
estate, or a poftion thereof, is begueathed
to the surviving spouse, and by the loeal
law the Federal estate tax Is payable out
of the residuary estate, the value of the
bequest, for the purpose of the marltal
deduction, may not exceed the cmount
thereof as reduced by the Federal estate

(@) Remainder inlerests. Where the
mncome from property is mode payable
to another individual for life, or for a
term of years, with remafnder cbzo-
Iutely to the surviving spouse or to her
estate, the marital deduction is baced
upon the present value of the remainder.
The present value of the remainder Is to
be deterrmned in accordance with the
rules stated In § 81.10 (1)  For example,
if the surviving spouse is to recelve $50,—
000 upon the death of o person ared 31
years, the present value of the remainder
is $15,631. (See example in § 8110 (1)
(4).) If the remainder is such thot its
value is to be determined by o special
computation (see §8L10 () 3)) a re-
quest for a speciflc factor accorapanied
by a statement of the date of birth of
each person, the duration of whose life
may affect the value of the remainder,
and by copies of the relevant Instruments
may be submitted {o the Commizsloner
who in his discretion may supply the fac~
tor requested. If the Commissioner does
not furnish the factor, the claim for
deduction must be supported by o full
statement of the computation of the
present worth made, in accordance with
the principles set forth in § 0110 «D), by
one skilled in actuarial computations,

§ 81.474 Limitation on amount of
marital deduction—(2) Ingonerel. 'The
allowable marital deduction is limited to
the smaller of the follomngs amounts:

(1) Theaggregate value of the “deduc-
tible mterests” which paczed from the
decedent to his surviving spousz, o5 de~
termined under §3 81.47a to 81.47c.

(2) Fifty pcreent of the value of the
“adjusted gross estate”, as determined
under this section.

tax.
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Escept as provided fn parazroph (D)
of this section (relatingy to community
property) the “adjusted gress estate” 15
to be determined by suihtracting from
the entire value of the gross estatz the
e rezate amount of the deduziions al-
Iovwed under szction 812 () (Sea
§¢€1.29 to 81.49.)

Ezarmple, The voluo of o deczdant’s gross
ectnto 15 200,003 end the comorate amount
of tho deduetions cllswod by soctisn 812 (b)
I3 820620, (It &5 acsumcd for the nII2
of thiz cxamole that tas Jecodont cnd bis
CE3ucy mever hicld anv prozarty €5 commu-
nitv proporty.d The voluz of the “odjusted
£3023 ctate™ 1o, thorefore, $232.013 1223 800~
€0, which {3 S173632. Yo & cooumsd thos
the coorenote valuo of the “dzductible in-

crelts” wianleh pocsed from the deesdent to
bis curviving cpouro 5 010207, Th2 cllow-
olle maorital deduction 5 Umited to £23030
{89 por cont of tho volue of the “adfusted
£resi ectate”y.

(bi Speewal rule wn ease involving com-
munity property. If the decedent and
his surviving svouse at any time held
proverty os “community proparty” as
hercinafter defined, the “adjusted gross
estate” referred to in paragroph (2) of
this sectlon Is to be determined by sub-
trceting from the entire value of the
grocs estate the sum of the following
values and amounts:

(1) The value of any properfy m-
cluded In the gross estate which was
at the time of the decadent’s death beld
by him snd bis surviving spouse as
“community property” as hereinafter
defined.

¢2) The value of property (to the ex-
tent Included In the gross estate) trans-
ferred by the decedent during his life,
if ot the time of such transfer the prop-
erty was held by him and his surviving
spouse as “community proparty” es
hereinafter defined.

(3) The amount (to the extent in-
cluded in the gross estate) recawvable as
insurance under pollcies upon the life of
the decedent to the extent purchased
with premiums or ofher connderation
paid oub of property then held by um
and his surviving spouse as “community
property” as herefnafter defined.

¢4) An amount, A, which baars the
same ratio to B (the agorezate amount
of the dzductions allowed by szction 812
(1)) &5 C (the value of the gro:s estate,
diminiched by the agorezate amount sub-
tracted under subparagraphs (1) (2
and (3) of this paragraph) bears to D
{the entire value of the gross estate)

Where o poliey of fnsurance upon the
life of the decedent was purchaszd parfly
vith property beld by him and his sur-
viving spouse as “community property,”
as hercinafter defined, and partly with
other property, the amount rezzivable
under cuch policy Is considered, for the
purpozz of supparasrzpa (3} of this
paragroph, to hove been purchasad with
such “community propzrty” in the pro-
portion thot the payments medz with
such “communify property™ bzor fo the
totol cmount poid. X only 2 portion of
tho procceds of o policy Is inzluded In
the rross estote, only such portion of the
procesds, ond oniy the premiums or ofhar
concideration pald for such portion, ave
to b2 included in the computation stated
in the preceding s:ntence. (Sze § 1.21.)
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In determining the “adjusted gross
estate” under this paragraph, property
held by the decedent and his surviving
spouse as “community propetty,” at the
time of the death of the decedent (for
the purpose of subparagraph (1) of this
paragraph) at the time of the transfer
(for the purpose of subparagraph (2)
of this paragraph) or at the time of the
payment of insurance premiums or other
consideration (for the purpose of sub-
paragraph (3) of this paragraph) 1s
considered to include:

(1) Any property held by them at such
time as community property under the
law of any State, Territory, or possession
of the Unifed States, or of any foreign
country, except such property in which
the surviving spouse had at such time
merely an expectant interest.

(ii) Separate property acquired by the
decedent as a result of a ‘“conversion”
(duning the calendar year 1942 or after
April 2, 1948) of property held by hm
and his surviving spouse as community
property under the law of any State,
Territory, or possession of the United
States, or of any foreign country,-(ex-
cept such property in which the surviving
spouse had at the time of the “conver-
sion” merely an expectant interest) into
their separate property.

(iif) Property acquired by the dece-
dent in exchange (by one exchange or a
series of exchanges) for separate prop.
erty acquired as set forth under sub-
division (ii) of thus subparagraph.

The surviving spouse 1s regarded as
having merely an expectant mterest in
property held as community property
under the law of any State, Territory, or
possession of the Unifed States, or of any
foreign country, (a) at the time of the
decedent’s deatheif the entire value of
such property (and not merely one-half
thereof) is includible in the decedent’s
gross estate, or (b) at the time of any
transfer, payment of insurance prem-
iums or other consideration, or “conver-
sion” if, in case of the death of the de-
cedent at such time, the entire value of
the property involved in such transfer,
payment, or “conversion” (and not
merely one-half thereof) would, without
regard to the provisions of section 811
(e) (2) have been so includible.

The characteristics of property which
acquired a non-community instead of a
community status by reason of an agree-
ment (whether antenuptial or postnup-
tial) are such that section 812 (e) (2)
(C) classifies the property as community
property of the decedent and his survav-
ing spouse in the computation of the “ad-
justed gross estate” In distingushing
property which thus acquired a non-
community status from property which
acquired such a status solely by operation
of the community property law, section
812 (e) (2) (C) refers to the former cate-
gory of property as “separate property”
acquired as a result of a “conversion” of
“property held as such community prop-
erty” Asusedinsection 812 (e) (2) (C),
the phrase “property held as such com-
munity property” 1s used to denote the
body of property comprehended within
the community property system; the ex-
pression “separate property” includes
any non-community property (whether
held in joint tenancy, tenancy by the en-
tirety, tenancy in common, or other-
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wise) and the term ‘“conversion” in-
cludes any transaction or agreement
which transforms property from a.com-
munity status into a non-community
status.

‘The separate property which section
812 (e) (2) (C) classifies as community
property 1s not limited to that which was
in existence at the time of the conver-
sion. The following are illustrative of
the scope of section 812 (e) (2) (C) A
partition of community property between
husband and wife, whereby a portion of
such property became the separate prop-
erty of each, 1s a conversion of such prop-
erty* a transfer of community property
into some other form of coownership,
such as a jont tenancy, 15 a conversion
of such property* an agreement (whether
made before or after marriage) that
future earnings.and gamms which would
otherwise be community property shall
be shared by them as separate property
effects a conversion of such earnings and
gains; a change in the form of ownership
of property which causes the future rent-
als therefrom, which would otherwise
have been acquired as community prop-
erty, to be acquired as separate property
effects a conversion of such rentals.

The rules of section 812 (e) (2) (C) are
applicable, however, only if the conver-
sion took place during the calendar year
1942 or after April 2, 1948, and only to
the extent stated herein.

Where the value of the separate prop-
erty acquired by the decedent as a result
of a conversion did not exceed the value
of the separate property thus acquired
by the surviving spouse, the entire sepa-
rate property thus acquired by the de-
cedent 1s to be considered, for the pur-
poses of this paragraph, as held by him
and his surviving spouse as community
property. Where the value (at the time
of the conversion) of the separate prop-
erty so acquired by the decedenf exceeded
the value (at such time) of the separate
property so acquired by the spouse, only a
part of the separate property so acquired
by the decedenf (and only the same frac-
tional part of property acquired by him in
exchange for such separate property) 1s
to be considered, for the purposes of this
paragraph, as held by him and s sur-
viving spouse as community property.
The part of such separate property (or
property acquired in exchange therefor)
which 1s considered as so held is the same
proportion thereof which the value (at
the time of the conversion) of the sepa-
rate property so acquired by the spouse is
of the value (at such time) of the sepa-
rate property so acquired by the decedent.

Example (1). The value of a decedent’s
gross estate is $300,000, of which $200,000
represents his separate property and $100,~
000 represents his one-half interest in com-
munity property. The decedent’s separate
property was Inherited from his father. The
deductions allowed wunder section 812 (b)
total £45,000. In this example, the “adjusted
gross estate” Is computed as follows:

Value of gross estate $300, 000
Reduction wunder sub-

paragraph (1) cccmeuao $100, 000

Reduction under sub-
paragraph (4) (200,-
000/300,000 of $45,000).. 30,000
Total reductioNacaccccccaaa 130, 600
Adjusted gross estate.caeana 170, 000

In this example the marital deduction will
be £85,000 (one-half the value of the “ad-
justed pross estate”) in case the agsrepate
value of the “deductible Intorests” whioh
passed from the decedent to hiy surviving
spouse equals or excecds sttich amount.

Ezample (2). The facts are the same as in
example (1) except that the decedont's
separatz property was not inherited from hig
father, but was acquired under the following
transaction: On November 1, 1942, tho
decedent and his surviving spouse partl«
tioned certaln community property then
having & valus of $224,000, A portion of
such property, then having a value of 8160,«
000, was converted into the decedent’s sop-
arate property, and the remaining portion,
then having a value of $64,000, was ¢onverted
into hls spouse’s separate property. The
portion of the separate property so actired
by the decedent which is considered as held
as community property at the time of hig
death is represented by that proportion of
$200,00) (the value, at the time of death, of
such separate property) which £64,000 (the
value, at the time of the conversion, of the
separate property so acquired by his spouso)
bears to $160,000 (the value, at the time of
the conversion, of the separate property so
acquired by the decedent), which proportion
equals $80,000, The “adjusted gross estate”
is computed as follows:

Value of gross estate.

Reduction wunder sub-
paragraph (1) (100,000
plus $80,000) cccencuasw

Reduction under
paragraph (4) (120,000/
300,000 of $45,000) .ems

£300, 000

$180, 000

18, 000

—na

Total reduction 198, 000

Adjusted gross estate.accuwamacaaun « 102,000

The burden of establishing the extent
to which separate property of the dece-
dent was acquired other than as de-
scribed in subdivisions 1) and {il) of
this subparagraph rests upon the exectt«
tor.

§ 81.47e Proof required. ‘The execu«
tor must submit such proof as is neces«
sary to establish the right of the estate to
the marital deduction, including any
evidence requested by the Commissioner,

Pag. 18. Section 81.53, as amended by
Treasury Decision 5239, 1s further
amended as follows:

(A) By striking out “the three follow-
ing exceptions” and by inserting in leu
thereof the following: “the four follow-
ing exceptions”

(B) By inserting at the end thereof
the following subparagraph:

§ 81.53 Deduction of ithe value of
properiy previously taxed, * * *

(4) The condition set forth under
§ 81.41 (a) (6) should be disregarded in
determining whether the deduction is
availeble,

PaR. 19. There is inserted immediately
preceding § 81.83 the following:

Sec. 355. LIABILITY OF LIFE INSURANCE BENEH-
rFicianies, Erc, (Revenue Aot of 1048;
Enacted April 2, 1948)

(a) Section 826 (c) of the Internal Roveo-
nue Code (relating to llabllity of life insur-
ance beneflclarles) 1s hereby amended by
addinz at the end thereof the followlng now
sentence: “In the case of such proceeds ro
celvable by the surviving spouso of the do
cedent for which a deduction is allowed under
section 812 (e) (tho so-called ‘marital dos
duction’), this subsection shail not apply to
such proceeds except as to the amount thero«
of in excess of the aggregate amount of the
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marital deductions allowed under such sub-
sections.”

(b) Section 826 (d) of the Internal Reve-
nme Code (relating to lability of reciplent
of property over which decedent had power of
gppointment) s herehy amended by adding
ot the end thereof the following new sen-
tence: “In the case of such property re-
celved by the surviving spouse of the dete-
dent for which a deduction is allowed under
seotion 812 () (ihe so-called “marital de-
duction’), this subsection shall not opply to
such property except s to the value there-
of reduced by an amount equal 1o the excess
of the nggregate amount of the marital de-
ductions allowed Tunder section 812 (e) over
the amount of proceeds of Insurance upon
the life of the CTecedent recelvoble by the
surviving soouse for whach precesus o mexital
deduetion 1s allowed under such subsection™

(c) The amendments mode by this section
shall be applicable only with Tespert to es-
tates of decedents dying after December 31,
1947.

Par. 20. Section 8179 (b) 15 amended
by inseriing ymmediately preceding fhe
period at the endof the first sentence of
the fourth wundesignated paragraph
thereof the followng: “- (5) the portion
©f the marital deduction allowed under
‘the provisions of section 812 (e) on ac-
count of beguests, ete., of such interests
1o the decedent’s survaving spouse”

(53 Stat. 457; 26 7. 8. C. 3791, Interprefs
orapplies Pub. Laws 471, 869, 80th Cong.)

[sEan] Fzep B. MarTIN,
Acting Commssioner of
Inmternul Revenue.

Approved: May 13, 1949.

TaoLAs J. Li¥NCE,
Acting Secretary of the Treasury.

IF. B. Doc. 49-8933; Filed, May 18, 183%;
850 a. m.]

{T. D. 5698]

ParT 86—CGrrT Tax UnpEr CHAPTER 4 OF
THE INTERNAL RevEnve Cols, &5
ALENDED

IOSCELLANECUS AMENDLIENTS

On November 6, 1948, notice of pro-
posed role-making, regarding the giif
{ax provisions of fhe Revenue Act of
1948, enacted April 2, 1948, was published
in the Feperar REcIsTER {13 F. R. 6576)
-After consideration of 2l such relevant
matter as was presented by interested
persons regarding the rules proposed,
the amendments tocRegulations 108 (26
CF¥R, Part e8) set Torth below are hereby
adopted. Such amendments are neces-
sary in order 1o conform such regula-
tions to the Revenue Act of 1948.

ParacrarE 1. There is mnserted imme-
diately preceding § 86.1 the followmng:

Sec. 871, GIFTs OF COLISIUNITY FROFLRTY.
venue.Act of 1843; enacted April 2, 1848.)
Secetion 1000 {(d) of the Internal Revenue
Code (velating to gifts of property held os
community property) is smended by adding
&t the end thereof & new senience 1o rend os
follows: *“This subsection shall be applicable
only o gifts made after the calendar year
1942 and on or before the date of the enact-
ment of the Revenue Ach of 1948."
Sec. 874, GIFT OF FUSBARD OR YWIFZ T0 THIED
“paRYY. {Revenue Act of 1948; enacted April
2, 1948.)
Section 1000 of the Internal Revenue Cods
(relating to imposition of gift tox) Is hereby
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amended by adding at the end thoaroof o new
subsection to recd ©s folloTa:

(£) Gift o] hushond cr wife to third
warty—(1) Concidercd as made onc-ialf by
each—(A) In general. A gift meodo oftcr tRe
date of the enactment of the Fevenuo Act
of 1928 by one spousd to ooy porion oihcr
than his epouce chall, for the purpeces of this
chapter, be concldcred o3 mude ene-half by
him and one-half by his cpouce, but enly if
at the time of the gift each cpouce i o oitl-
zen or resident of the United Statcs. Tals
subparagrepn choll not opply with yorwcet
to @ gift by a cpoure of an intorest in pIch-
erty if he ereatcs In his cpoute o power of
appointment, o5 defned in gubsoestion (c)
of this rection, over cuch intcrest. For tho
purpezes of this subscstion an individucd
‘thall be concidered o5 the crouce of Gnolhcr
Individual only I he is marricd to cuch in-
aimgual ot the time of the oift cnd doos not
Temorry during the romoinder of the el
endar year,

(B) Conscnt of both cpouces, £ubpore-
graph (A) chall be applicable only i both
spouzes have cignified (In cceordares with
the regulations proviacd for in povogrerh
{2)) Ahelr conzcnt to the cpplication of cud-~
paraerooh (A) o the coro of ol cuch T3
meode during the calendor year by citoo
while marricd to the othcr,

(2) Ilanncr and ttme of signifying con-
sent—{4) Ilanmner. A concont under this
subsection fholl be significd in cuch monnor
os iz provided under regulations preceribed
by the Commissioner with the cpproval of the
Secretary.

(B) Time. Such consent moy be co ciznl-
fled at any time after the clece of the edlin-
dar vear in which the gift wos made, cubjest
to the following limitations:

(1) The concont may not bo sionificd after
the 15th day of Tlarch fellowing the clolo of
such year, unlcos before such 15th 4oy no xo-
turn has becn Hicd for such yeur by cither
spouse, in which case the concoat moy not ke
wignified after o return for cuch year 1S filed
by either spousc;

(i1) The concent may not be cionificd aftcr
a notice of deficlency with recpect to thae tax
Jor such yoar hss been cent to elthor gpouce
in meeordruee with cection 1612 (n).

(3) -Beroeation of consent. Rovocation of
o congent previontly cimtdcd choll bo made
in such monmer os §s provided under royulo-
tions preceribed by the Commiciontr with
the npproval of the Eceretary, but the Tichs
to revoke n concent previoucly signified with
Tezpect 1o o calendsr year:

{A) Shall not cxist wftcr the 15th doy of
Morch Tollowing the cloce of such yeor 5§ the
congent was slgnificd on or bofore such 15th
day; ond

{B) Shall not cxist i the concont was net
signited until ofter such 16th doy.

(4) Joint and sercral Uability for taz. I
fhe coneent roguired by paragravh (1) (B)
is signified with recpeet 1o o gift mode in ony
calendar yeor the lobility with rooecet 10
the entire tox impoced be this chonter of
eacgasipouze for such year chall ko joint and
geveral.

Par, 2. Section €6.2 (1) is omended a3
Tollows:

(A) By inserling Immedintcly affer
the seventh sentence (n porenthescs),
the following: ‘“Where o Joint income
taz yefurn is filed under chapter 1 by
husband and wife for o tancole year the
payment by one spouse of all or part of
the mcome tax lability for such yoor is
pot treated as resulting in o transfer
which Is subjech to gift tot. The some
ritle is applicable to the payment of gifh
tax for o calendar year in the ¢ose of
hushand ond wife who have consentad to
the application of section 1600 ) fer
such year”
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(B3 By inzerting ot the end thereot
the following:

(9) Where property held by a hus-
bond ond vife o5 community pronsriy
15 uzcd to purchase insurancs upsn tha
huchond’s life and 2 thurd parson 1s rev-
ceably dezismated o3 benefosry ond
undor the State low the husbond’s death
I3 conziderad to make ghaolute the trans-
fer by the wiie, thzre i3 g gift by the
wife cf the time of such dexth of one-
holf the cmount of the proceeds of suz
Insurancz. (For spzeial provisions vwith
reopoet to tronsfers of community prop-
erty ofter 1942 and on or hzlore April 2,
1923, cze paragrarnh (¢) of this szetion.s

Prn. 3. Szetion $5.2 (¢) is amended as
fallows:

(Ar By ipserting In the headiny 1m-~
wedintely folloTnngy “1542” and preced-
iz the pericd the following: “and ¢ or
bofore April 2, 19457

(B} By sirikiny from the LGrst sen-
tence “During the calendar year 1943
and any calzndar year thercaftsr any
gift” oxd by inserting i Hen fhayreof the
foillowing: “Any cift after Dzcember 31,
1242, cxnd cn or bafore April 2, 18438,

(Ci Eysirnny from the last santzpee
of the sooond undesizmated poragraph
“on or affer Jomunry 1, 19437 and by
incoriiny in Yen thercof the following:
“after Dz2cembear 31, 1942, and on or ba-~
fore Arril 2, 19407

P:n. 4. Thzre i3 Inszrizd immediotely
following § £3.3 the following:

8 §6.82 Gift of husband or wife fo
third party after April 2, 1948—(2) In
pencrel, Section 1000 (£) as added by
cection 374 of the Revenue Act of 1943,
mekes provizion whereby a2 gift made
after April 2, 1948, by one spouse to 2
parcon other than his spouse may, for
the purposz of the gift tax, b2 considered
25 moa2 one~balf by him and cne-half
by kus snouze, but only if at the time of
the rift each spouse was a citizzn or resi-
@ent of the United States. For the pur-
P73¢s of section 1039 () an individual is
ta bz considered as the spouss of onother
irdivicuz] only if he is marmied to such
irgividual ot the time of the gift and
«o2s not remarry dqurinz the remandsr
of the c2lendar year.

Tke provizions of section 1052 (D will
opply only i bath spouzes consent. Asto
th? monner ard time of sopifning such
esuzzat, €2 parcsxonh (b) of this sec-
tion., Such consznt, If s:anifizd with
reopzeh to any colendar year, 1s effective
with rezpzct to oll gifts made to third
rorzies guring such year, ercept as
follows:

(1) X{ th= conranting spousss were not
merricd to ench ofhsr domnz a vor-
tion of the cxlzndar voor, the consand 1s
ot ccctive with remmzct to eny gift
mode curing such portion of the calzn-
éor yeor,

€2) X elther spous2 was & nonresident
nsh ¢ citizen of the Unitxd Statss dunny
ony portion of the ecalendar year, the
consent 13 nokb effective with respzet fo
ony rift mede during such particn of the
colendar year.,

13} The consent Is not effective with
respect to o £l by one spaus2 of a prop-
erty interest if e created in fus stous2 o
power of appointment (ar ¢ziined in see-
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tion 1000
interest.

(4) If one spouse transferred property
in part to his spouse and in part to third
parties, the consent is effective with re-
spect to the interest transferred to third
parties only insofar as such interest is
ascertainable at the time of the gift, and
hence severable from the interest trans-
ferred to his spouse. Section 8§6.19 (f)
indicates the principles to be aprlied in
the valuation of annuities, life estates,
terms for years, remainder: and rever-
sions.

(5) A consent signified for the calen-
dar year 1948 is not effective with respect
to gifts made on or before April 2, 1948.

The consent applies alike to gifts made
by one spouse alone and to gifts made
partly by each spouse, provided such
gifts were to third parties and do not fall
within any of the foregoing exceptions.
The consent may not be applied only to
a portion of the property interests con-
stituting such gifts.

If consent to the application of the
provisions of section 1000 (f) 1is sigm-
fied as provided in paragraph (b) of this
section for any calendar year and not
revoked as provided in paragraph (c)
of this section, the liability with respect
to the entire gift tax of each spouse for
such calendar year shall be joint and
several,

(h) Manner and time of swnifying
consent. Consent to the application of
the provisions of section 1000 (f) with
respect to a calendar year shall, in or-
der to be effective, be signified by both
spouses. If both spouses file gift tax
returns, Form 709, within the time for
signifying consent it is sufficient if (1)
the consent of both spouses is signified
on one of such returns or (2) the con-
sent of one spouse is signified on one
such return and the consent of the other
spouse is signified on the other return.
If only one spouse files g gift tax return
within the time provided for signifying™
consent, the consent of both spouses
shall be signified on such return. How-
ever, wherever possible notice of the con-
sent is to be shown on both returns. The
consent may be revoked only as provided
in paragraph (c) of this section. (As
to whether one or both spouses are re-
quired to file returns, see § 86.20.)
Where one spouse files more than one
Form 709 for a calendar year on or he-
fore the 15th day of March following
the close of such year, the last Form 709
so filed will, for the purpose of deterrmn-
ing whether a consent has been signi-
fied, be considered as the .return.

The consent may be so signified at any
time after the close of the calendar year,
subject to the following limitations:

(1) The consent may not be signified
after the 15th day of March following
the close of such year, unless before such
15th. day no return has keen filed for
such year by either spouse, in which
case the consent may mnot be signified
after a return for such year is filed by
elther spouse; and

(2) The consent may not be signified
pfter a notice of deficiency with respect
to the tax for such year has been sent
to either spouse in accordance with sec-
tion 1012 (a)

(¢)) over such property
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The executor or admunistrator of a
deceased spouse or the guardian or com-
mittee of a legally incompetent spouse,
as the case may be, may signify such
consent.

As to the preparation of the return in
case consent is signified, see § 86.23.

(¢) Revocation of consent. If the
consent to the application of the provi-
sions of section 1000 (f) with respect
to a calendar year was effectively sig-
nified on or before the 15th day of March
following the close of such year, either
spouse may revoke such consent by filing
in duplicate with the collector of inter-
nal revenue a signed statement of revo-
cation; but the nght to revoke shall not
exist after such 15th day. A consent
which was not effectively signified uritil
after the 15th day of March following the
clese of the calendar year to which it
applies may not be revoked.

PaR. 5. Section 86.7 1s amended by in-
serting immediately after the sixth sen-
tence thereof the following: “Where a
consent under section 1000 (f) was ef-
fectively signified with respect to any
preceding calendar year, the aggregate
sum of the net gifts for such preceding
calendar year is to be determned pur-
suant to the provisions of such section.”

Par. 6. Section 86.9 1s amended by
changing the last sentence thereof to
read as follows: “(See §§ 86.12 to
86.16d.)”

PaR. 7. There is inserted immediately
preceding § 86.12 the following:

SEC. 372. MARITAL DEDUCTION.
Act of 1948; enacted Aprit 2, 1948.)

Section 1004 (a) of the Internal Revenue
Code (relating to deductions in computing
net gifts in the case of a citizen or resident
of the United States) Is hereby amended by
adding at the end thereof s new paragraph
to read as follows:

(3) Gift to spouse—(A) In general.
Where the donor transfers during the cal-
endar year (and after the date of the en-
actment of the Revenue Act of 1948) by gift
an interest in property to a donee who at
the time of the gift is the donor’s spouse—
an amount with respect to such interest
equal to one-half of its value.

(B) Life estate or other terminabdle in-
terest. Where, upon the lapse of time,
upon the occurrence of an event or con-
tingency, or upon the failure of an event
or contingency to occur, such interest trans-
ferred to the spouse will terminate or fali,
no deduction shall be allowed with respect to
such interest:

(1) If the donor retains in himself, or
transfers or has transferred (for less than
an adequate and full consideration in money
or money’s worth) to any person other than
such donee spouse (or the estate of such
spouse), an interest in such property, and
if by reason of such retention or transfer the
donor (or his heirs or assigns) or such per-
son (or his heirs or assigns) may possess or
enjoy any part of such property after such
termination or failure of the interest trans-
ferred to the donee spouse; or

(ii) If the donor immediately after the
transfer to the donee spouse has a power
to appoint an interest in such property
which he can exercise (either alone or in
conjunction with any person) in such man-
ner that the appointee may possess or enjoy
any part of such property after such termi-
nation or failure of the interest transferred
to the donee spouse. For the purposes of
this clause the donor shall be considered as
having Immediately after the transfer to
the donee spouse such power to appoint even
though such power cannot be exerclsed until
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after the lapse of time, upon the ocotirrenco
of an avent or contingency, or upon the fafl-
ure of an event or contingenocy to occur.

An exercise or release at any time by tho
donor, elther alone or in conjunction with
any person, of & power to appoint an interest
in property, even though not otherwise a
transfer, shall, for the purposes of olauso
(1) of this subparagraph, be considercd as o
transfer by him., Except as provided in sub-
paragraph (E), where at the timo of tho
transfer it is impossible to ascertain the
particular person or persons who may rocetve
from the donor an interest in property o
transferred by him, such interest shall, for
the purposes of clause (1) of this subparn-
graph, be considered as transferred to o per«
son other than the donee spouse.

(C) Where the assets out of which, or tho
proceeds of which, the interest transferred
to the donee spouse may be satisfied Inelude
a particular asset or assets with respect to
which no deduction would be allowed if such
asset or assets were transferred from the
donor to such spouse, then the value of the
interest transferred to such spouse shall, for
the purposes of subparagraph (A), bo re-
duced by the aggregate value of such partiou-
lar assets.

(D) Joint interests., If tho Interest 1o
transferred to the donee spouse us solo joint
tenant with the donor or as tenant by the
entirety, the interest of tho domor in the
property which exists solely by reason of tho
possibllity that the donor may survive tho
donee spouse, or that there may ocour &
severance of the tenancy, shall not be con-
sidered for the purposes of subparagraph
(B) as an iInterest retalned by the donot in
himself.

(E) Trust with power of appointment in
donee spouse. Where the donor transfers in
trust an interest In property, if under the
terms of the trust his spouse s entitled for
life to all the income from the corpus of the
trust, payable annually or at more frequent
intervals, with power in the donee spouse
to appoint the entire corpus free of the trust
(exercisable in favor of such doneé spouse,
or of the estate of such donee spouse, or in
favor of elther, whether or not in each case
the power Is exerclsable in favor of others),
and with no power in any other porson to ap-
point any part of the corpus to any person
other than the donee spouso:

(1) The interest so transferred in trust
shall, for the purposes of subparagraph (A),
be considered as transferred to the donce
spouse, and

(11) No part of the interest so transferred
in trust shall, for the purpozes of subparn-
graph (B) (i), be considered as rotained in
the donor or transferred to any person other
than the donee spouse.

This subparagraph shall be applicable only if,
under the terms of the trust, such power in
the donee spouse to appoint the corpus,
whether exercisable by will or during life, 18
exerc:sable by such spouse slone and in all
events,

(F) Community property. (1) A deduce
tlon otherwise allowable under this parae
graphi shall be allowed only to the extont that
the transfer can be shown to represent a gift
of property which 1s not, at the time of tho
gift, held as community property under the
law of any State, Territory, or possession of
the United States, or of any foreign country,

(11} For the purposes of clause (i), come
munity property (except property which i3
considered as community property solely by
reason of the provisions of clause (iii)) shail
not be considered as “held as community
property” if the entire value of such property
(and not merely one-half thereof) 1s troated
as the amount of the gift.

(111) If during the calendar yeoar 1042 or
after the date of the enactment of the Rev«
enue Act of 1948, property held as such coms
munity property (unless considered by reas
son of clause (i) as not so held) way by tho
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donor and the donee spouse converted, by
one transaction or a serles of transactions,
into separate property of the donor and such
spouse (including any form of co-ownership
by them), the separate property so acquired
by the donor and any property acquired at
any time by the donor in exchange therefor
(by one exchange or 2 serles of eschanges)
shall, for the purposes of clause (i), be con-
sidered as “held as community property”

(iv) Where the value (at the time of such
conversion) of the separate property so ac-
quired by the donor exceeded the value (at
suca time) of the separate property so ac-
quired by such spouse, the rule in clause
(iii) shall be applied only with respect to
the same portion of such separate property
of the donor as the portion which the value
(as of such time) of such separate property
so aequired by such spouse Is of the value
(as of such time) of the separate property so
acquired by the donor.

Szc. 373. 'TECHNWICAL ATTENDLMENT.
Act of 1948; enacted April 2, 1848.)

Section 1004 (c) of the Internal Revenue
Code is hereby amended to read as follows:

(c) Eztent of deductions. The deductions
provided in subsection {a) (2) or (3) or in
subsection (b) shall be allowed only to the
extent that the gifts therein specified are
included in the amount of gifts agalnst
which such deductions are applied.

Par. 8. There 1s inserted immediately
following § 86.16 the following:

§ 86.16a Gifts to spouse after April 2,
1948—(a) Allowance of marital deduc-
tion. In determining the amount of net
gifts for the calendar year 1949 or for
any calendar year thereafter, in the case
of a donor who was a citizen or resident
of the United States at the time the gift
was made, there may be deducted an
amount equal to one-half the value of
any property interest (except as other-
wise provided herein or 1n §§ 86.16b and
86.16¢) transferred by gift to a donee
who at the time of the gift was the do-
nor’s spouse. Such deduction is also
authorized for the calendar year 1848,
except with respect to gifts made on or
before April 2, 1948. Such deduction is
heremafter referred to as the “marital
- deduction”

No marital deduction is authorized with
respect to a gift i case the donor was, at
the time of the gift, a nonresident not
a citizen of the United States. However,
if the donor was, at the time of the gift,
a citizen or resident, he 1s not depnived
of the right to the marital deduction by
reason of the fact that his spouse was a
nonresident not a citizen.

For convemence the donor’s spouse 1s
generally referred to in the feminine gen-
der, but if the donor 1s a woman the
reference 1s to her husband.

(b) Trust with power of appowniment
1 donee spouse. In the case of property
interests transferred by the donor in
trust, if the terms of the trust satisfy the
five conditions stated in the next sen-
tence, the donor’s spouse 1s (for the pur-
pose of determuning the marital deduc-
tion) considered as the donee, not only
of her beneficial interest therein, but also
of the interest theremn subject to her
power to appomnf. The five conditions
which must be satisfied by the terms of
the trust are as follows:

(1) The donee spouse must be entitled
for life to all the income from the corpus
of the trust.
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(2) Such income must be payable an-
nually or at more frequent intervals,

(3) The denee spouse must have the
pover, exercisable in favor of herzelf or
of her estate, to appoint the entire cor-
pus free of the trust,

(4) Such power in the denee spouce
must be exercicable by such spouse alone
and (whether exerclzoble by will or dur-
ing life) must be ezercicable in all
events.

(5) The corpus of the trust must not
be subject to a power in any cther person
to appoint any part thereof to any per-
son other than the donee sgouse.

In determining whether the above-
statzd conditions (1) to (5), Inclusive,
are satisfied by the terms of the trust,
regard is to be had to the applicable pro-
visions of the law of the juricdiction
governing the administration of the
trust. For example, sllence of the trust
as to the frequency of payment will not
be regarded as a faflure to satisfy con-
dition (2) in case the applicable law
requires payment to be made annualiy
or more frequently.

The donor’s spouse Is “entitled for life
to all the income from the corpus of the
trust” within the meaning of cection
1004 () (3) (E), if the cfiect of the trust
is to give her substantially that degree of
beneficial enjoyment of the trust prop-
erty during her life which the prineciples
of the law of trusts accord to a percon
who is unqualifiedly designated as the
life beneficlary of a trust. Such degree
of enjoyment is given only if it was the
donor's intention, as manifested by the
terms of the trust instrumen' ond the
surrounding circumstances, that the
trust should produce for the spouce dur-
ing her life such an income, or that the
spouse should have such use of the trust
property, as is consistent with the value
of the trust corpus and with its preser-
vation. The designation of the spouse as
sole income beneficlary for life will bz
sufficient to qualify the trust unless the
terms of the trust considered as a whole
evidence an intention to deprive the
spouse of the requisite degree of enjoy~
ment. In determining whether o trust
evidences such intention the treatment
required or permitted with respect to
individual items must he censidered in
relation to the entire system provided
for the administration of the trust.

If the over-all effect of the trust s to
give to the donor's spouse such cnforce-
able rights as will preserve to her the
requisite derree of enjoyment, it is im-
material whether such result is effceted
by rules specifically stated in the trust
instrument, or, in their absence, by the
rules for the management of the trust
property and the allecation of recelpts
and expenditures suppled by the State
law. For example, where the State law
does not provide for amortization of
bond premium, a provision In the trust
instrument for such amortization by ap-

-propriate periodic charges to interest will

not disqualify the trust,

The rules to be applied by the trustes
in allocation of receipts and cupenses
between income and corpus must b2 con-
sidered in relation to the nature and ex-~
pected productivity of the as:zcts traps-
ferred in trust, the nature and frequency
of occurrence of the expected receipts,
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and ony provicions as o chanze in the
form of investments. VWhere if 1s evi-
dent from the nature of the trust asssts
and the rules provided for management
of the trust that the allocation to -
come of such receipts as rents, ordinary
casih dividends and interest wilt gwve to
the spouce the substanticl epjoyment
durinz life required by the starute, pro-
vizions that such receipts as stocz divi~
dends and procezds from the eonversion
of trust acsets shall be treated as corpus
will not dicqualify the trust. Similarly,
provision for a depletion charge agamnst
income in the cooz of trust asctzts whueh
are subject to dzpletion will not disoual-
ify the trust, unless the effect {5 to de-
prive the spouzz of the requsite bene-
ficizl enjoyment. The same prneciple 13
applicable in the case of depreciation,
trustezs’ commizsions, and othsr charges.

Provislons grantiny admnistrative
povwers to the trustee will not have the
eficet of dizquolifying the trust unless
the grant of such povers evidences the
intention to deprive the spousz of the
beneficial enjovment required by the
statute. Such intention will not be con-
sidered to exist if the entire terms of tha
fnstrument are cuch that the lozal courts
will impoze reasonzble limitations upon
the exercize of such powers. Among the
poviers which if subject to such limita-
tions will not dizqualify the trust are the
rower to allocate rec2ipts bafween m-
come and corpus, the power to deter-
mine the charges which shall bz made
arainst income and corpus, the poier
to apply the income for the banefit of the
spouze, and the power to retain the as-
cets transferred in trust. For examnple,
o power to retain trust assats which eon-
sist substantially of unproduclive prap-
erty will not disqualify if the anolicable
rulcs for the administration of the trust
require the trustee fo either make the
property productive or convert it within
a reasonable time. Nor will such a power
di-qualify if such applcable ruizs reqire
the trustee to use the dearee of Judz-
ment and care in the exzrcicz of the
power which a prudent man would usz
if he were ovmner of the trust aczsts. A
rower toretz2in a rezsidence for th2 spouse
or other propzrty for her personal use
will not dizqualify the trust.

A trust will not qualify if {ts primary
purpos2 §s to safezuard proparty without
providing the spouze with the requured

zneflcial enjoyment. Such trusts in-
clude not oxnly trusts which expressly
provide for the accumulation of the in-
come but alzo trusts which indirzctly ac-
complish a similar purpoze. For exam-
ple, azsume that the corpus of a trust
consists substantially of proparty which
15 not lilkely to b2 income producing dur-
ing the life of the spouse and that such
spouse cannof compsal the trustez to con-~
vert or otherwise deal with the propsrty
as deseribed above. Such a trust will
not qualify unless the trustee is directzd
to provide the required bznecficial en-
Joyment, such a3 by payments to the
spouse out of other asszts of the frust.

If the donez spause is entitled to only
e rortion of the trust income, or has
power to oppoint only a portion of the
corpus, the trust fails to satisfy condi-
tions ¢1) and ¢3) respzetively., How-
ever, such conditions may be satisfied by
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one or more of several separate trusts
created by the donor. An undivided in-
terest in property may constitute the
corpus of a trust, and a single trust in-
strument may create more than one
trust.

A {rust fails to satisfy condition (1)
if the income is requred to be accumu-~
lated in whole or in part, or may be ac-
cumulated in the discretion of any per-
son other than the donee spouse, if the
consent of any person other than the
donee spouse is required as a condition
precedent to distribution of the income,
if eny person other than the donee
spouse has the power to alter the terms
of the trust so as to deprive such spouse
of her right to the income, or if any per-
son ofther than the donee spouse 1s en-
titled to any part of the income during
the life of such spouse. A trust will not
fail to satisfy condition (1) merely be-
cause its terms provide that the right
of the spouse to the income shall not be
subject to assignment, alienation, pledge,
attachment or claims of creditors.

The terms “entitled for life” and “pay-
able annually or more frequently”’ as
used in conditions (1) and (2) require
that under the terms of the trust the
income referred to must be currently (at
least annually) distributable to the
spouse or that she must have such com-~
mand over the income that it 1s vir-
tually hers. Thus, conditions (1) and
(2) are satisfied 1in thus respect if, under
the terms of the trust instrument, the
spouse has the right exercisable an-
nually (or more frequently) to re-
quire distribution to herself of the trust
income, and otherwise the ftrust in-
come is to be accumulated and added
to corpus. Similarly, as respects the in-
come for the period between the lash
distribution date and the date of the
spouse’s death, it is sufficient if such in-
come is subject to the spouse’s' power to
appomt. In the case of a trust which
may be terminated during the life of the
donee spouse, under her exercise of a
power of appomtment or by distribution
of the corpus to her, the trust satisfies
condition (1) if such spouse 1s entitled
to the income until the trust terminates.

In order to satisfy conditions (3) and
(4), the power of the donor’s spouse to
appoint the entire corpus free of the
trust must fall within one of the follow-
ing categories:

() A power so to appoint fully ex-
ercisable in her own favor at any time
during life (as for example, an unlimited
power to invade)

(ii) A power so to appoint exercisable
in favor of her estate. Such power, if
exercisable during life, must be fully ex-
erciszble at any time during life, or if
exercisable by will, must be fully exer-
cisable irrespective of the time of her
death.

(iii) A combination of the powers de-
scribed under (i) and (ii) For exam-
ple, the donor’s spouse may until she

attains the age of 50 years have a power-

to appoint to herself and thereafter have
a power to appoint to her estate. How-
ever, condition (4) is not satisfied unless
irrespective of when the spouse may die
the trust corpus will at the time of her
death be subjegt to one or the other
such poier.

RULES AND REGULATIONS

The power 1n the donee spouse must be
a power to appoint the corpus to herself
as unqualified owner or to appoint the
corpus as a part of her estafe, that is, 1n
effect, to dispose of it to whomsoever
she pleases. Thus, if the donee spouse
entered into a binding agreement with
the donor to exercise the power only in
favor of their 1ssue, condition (3) 1s not
met. The trust will not be regarded as
failing to satisfy condition (3) merely
because takers in default of the donee
spouse’s exercise of the power are desig-
nated by the donor. The donor may
provide that, i default of exercise of
the power, the trust shall continue for
an additional period.

In order for condition (4) fo be satis-
fied, the power in the donee spouse to
appoint the corpus to herself or to her
estate must be exercisable without the
Joinder or consent of any other person,
The power 1s nobt “exercisable m all
events” as required by section 1004 (a)
(3) (B) if it can be terminated during
the life of the donee spouse by any event
other than her complete exercise or re-
lease thereof. For example, & power
which 1s not exercisable in the event of
the spouse’s remarriage is not exercisa-
ble in all events. If the power in the
donee spouse 15 1n existence at all times
following creation of the trust, limita-
tions of a formal nature will not dis-
qualify. Examples of formal limitations
on g power exercisable during life are
requirements that exercise must be 1n a
particular form, that it must be filed with
the trustee, that reasonable notice must
be gwven or that reasonable intervals
must elapse befween successive partial
exercises. Examples of formal limita-
tions on a power exercisable by will are
that it must be exercised by a will exe-
cuted by the donee spouse after the crea-
tion of the trust by the donor or that
exercise must be by specific reference to
the power.

The trust will fail to satisfy condition
(5) if the donor created a power in the
trustee, or 1n another person, to invade
the corpus of the trust for the benefit of
any person other than the donee spouse.
However, only powers in other persons
which are in opposition to that of the
donee spouse will cause the trust to fail
to satisfy condition (5) For example,
assume that a donor created a trust, des-~
1gnating his donee spouse as imcome ben-
eficiary for life and as donee of a power
to gppomt the corpus. The donor fur-
ther provided that in the event the
donee spouse should die without having
exercised the power, the trust should
continue for the life of his son with power
1n such son to appoint the corpus. Since
the power 1n the son could become exer-
cisable only after the death of the donee
spouse, the trust is not regarded as fail-
1ng to satisfy condition (5)

(¢c) Remander interests. Where the
income from property is made payable
to the donor or another individual for
life, or for a term of years, with remain-
der absolutely to the donor’s spouse or
to her estate, the marital deduction 1s
equal to one-half the present value of the
remainder., It should be noted, however,
that where such remainder is distribut-
able to the estate of the donor’s spouse
(or to her executors or admnistrators)

in the event of her death prior to the
termination of a trust or of & precedent
interest, the marital deduction is allow=
able only if under such circumstances
the remainder interest would be includ-
ible in her gross estate under section
811 1a) The present volue of the
remainder (that is, its value as of the
date of the gift) is to be determined in
accordance with the rules stated in
§86.19 (9 For example, if the donor’s
spouse 1s to receive $50,000 upon the
death of a person aged 31 years, the
present value of the remainder is $15,«
631, (See example in § 86.19 (f) (6).)
If the remainder is such that its value is
to be determined by a special computi-
tion isee §86.19 (f) (4)) g request for
a specific factor accompanied by a state-
ment of the date of birth of each person,
the duration of whose life may affect the
value of the remainder, and by coples
of the relevant instruments may be sub-
mifted to the Commissioner who in his
discretion moay supply the factor re=
quested. If the Commissioner does nob
furnish the factor, the claim for deduce
tion must be supported by a full state«
ment of the computation of the present
worth made, in accordance with the
principles set forth in § 86.19 (f), by one
skilled in actuarisl computations.

(d) Limitation on deduction. Under
the provisions of section 1004 (¢}, as
amended by section 373 of the Ravenue
Act of 1948, the marital deduction {s al-
lowakle only to the extent that the gifts
with respect to which such deduction is
autherized are included in the “total
amount of gifts made during the calen-
dar year” computed as provided in sec<
tion 1003. (See § 86.10.) The limitation
under section 1004 (c) is effective where
less than one-half of the gifts with re-
spect to which the deduction is author-
ized is included in such “total amount of
gifts”

Example. The only gifts made by a donor
to his spouse during the calendar year 1948
were o gift of £3,000 in May and a gift of
$2,000 In August. The first $3,000 of such
glfts is excluded under the provisions of sec«
tion 1003 in determining the “total amount
of gifts made during the calendar yoar"
The marital deduction of £2,500 (one-half
of $3,000 plus one-half of $2,000) otherwiso
g;lggglble is limited by section 1004 (¢c) to

§ 86.16b Gift of life estate or olher
terminable wnterest—(a) In general,
The provisions of section 1004 (a) (3)
(B) generally prevent the allowance of
the marital deduction with respect to
certain property interests (referred to
generally as “terminable interests”)
transferred to the donee spouse, in case
the iransfer was upon the terms de-
seribed 1n paragraphs (b), (¢), or (d)
of this section. In general, the provi-
sions of section 1004 (a) (3) (B) are ap~
plicable in case the donor transferred
an 1ferest in property to the donee
spouse and also (1) transferred an
interest in the same property to another
donee, or (2) retained an Interest in the
same property in himself, or (3) retained
a power to appoint an interest in the
same property. Under such circum-
stances, if the other donee, the donor, or
the possible appointee, may, by reason of
such transfer or retention, possess or en«
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Joy any part of the property after the
termination or failure of the interest
theremn transferred to the donee speuse,
no marital deduction may be taken with
respect to such transfer to the donee
spouse.

For the purposes of this section, & dis-
tinction 1s to be drawn between “prop-
erty” as such term i1s used In section
1004 (2) (3) and an “interest in prop-
erty” The “property” referred to is the
underlying property in which various in-
terests exist; each such interest is not,
for this purpose, to he considered as
“property”

The expression “terminable interest”
refers to a life estate, an estate for years,
or any other property interest which,
upon the lapse of time, upon the occur-
rence of an event or contingency, or
upon the failure of an event or contin-
gency to occur, will terminate or fail.

(b) Interest in property which an-
other donee may possess or enjoy. Sec-
tion 1004 (a) (3) (B) provides that no
marital deduction shall be allowed with
tespect to the transfer to the donee
spouse of a “termunable interest” In
property, in case:

(1) The donor transferred (for less
than an adequate and full consideration
in money or money’s worth) an interest
in the same property to any person other
than the donee spouse (or the estate of
such spouse) and

(2) By reason of such transfer, such
person (or his heirs or assigns) may pos-
sess or enjoy any part of such property
after the termination or failure of the
mterest theremn transierred to the donee
spouse.

The above-stated prowision 1is applica-
ble whether the transfer to the person
other than the donee spouse was made
at the same time as the transfer to such
spouse, or at any earlier time.

Excepf as provided in paragraph (b)
of § 86.16a, where at the time of the
transfer it is impossible to ascertamn the
particular person or persons who may
receive a property imterest transferred
by the donor, such nterest shall, for
the purpose of section 1004 (a) (3) (B)
be considered as f{ransferred to a per-
son other than the donee spouse. This
rule 1s particularly applicable in the case
of the transfer of a property interest by
the donor subject o a reserved power.
(See §86.3.) TUnder this rule, any
property interest over which the donor
reserved a power to revest the beneficial
title 1n himself, or over which the donor
reserved the power to name new bene-
ficianes or to change the interests of
the beneficiaries as hetween themselves,
1s, for the purpose of section 1004 (a) (3)
(B) conswdered as transferred to a “per-
son other than the donee spouse” Thus,
if a donor transferred property in trust,
nammg his wife as income beneficiary
for 10 years, and providing that, upon
the expiration of such term, the corpus
should be distributed among his wife and
children. i1 such proportions as he
should determine, the right to the cor-
pus 15, for the purpose of the marital de-
duction, considered as transferred to a
“person other than the donee spouse”
Or, if the donor had provided that, upon
the expiration of the 10-year term, the
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corpus was to be poid to his wife, but
had recerved the power to revest such
corpus in himself instcad, the risht to
the corpus 1Is, for the purpoze of the
marital deduction, considered as trans-
ferred to a “person other thon the donce
spouse”

Under the above-stated rule, the term
“person other than the donee spouse”
includes the possible unascertained tok-
ers of a property interest, as, for exom-
ple, the members of a class to be aceer-
tained in the future. As onothcr exom-
ple, assume that the donor crexted o
power of appointment over o property
{nterest, which does not ccme within the
purview of paraszranh (b) of § §G.16a.
In such a case, the term “person other
than the donee spouce” refers to the
possible appointees and possible tolers
in default (other than the spouse) of
such property interest.

An exercise or release at any time by
the donor teither alone or 1n conjunction
with any person) of a power to appoint
an interest in property, even thoush not
otherwise a transfer by him, shall, in de-
termining for the purpoese of section 1004
(a) (3) (B) whether he transferred an
interest in such property to a person
other than the donee spouse, be consid-
ered as a transfer by him.

In the following examples it s assumed
that the property intercst which the
donor transferred to o perzon other than
the donee spouse was not for an adequate
and full consideration ir money or
money’s worth:

() H (the donor) transferred reol
property to W (his wife) for life, with
remainder to A and his helrs, No mari-
tal deduction may be talken with respect
to the interest transferred to W, cince it
will terminate upon her death and A (or
his heirs or assigns) will thereafter pos-
sess or enjoy the property.

(if) | transferred real property to W
for life, and created in W a power, eser-
cisable by will, to appoint the remainder
interest to any person. In default of
appointment by W the remafinder inter-
est was to go to A and his helrs., Assume-
ing that under the local law W did not
take the real property as absolute owner,
nor as trustee of a trust meeting the
requirements of § £6.162 (b) no marital
deduction may be taken with rcspect to
the interest which passed from H to W,
since such interest will terminate upon
her death and A (or his heirs or assigns)
may thereafter possess or enjoy the
property, (As to cases in which a marl-
tal deduction may be taken where a life
interest Is coupled with o power to an-
point under a trust, see paragraph (b)
of § 86.16a.)

(iif) H transferred property in trust
for the benefit of VW and A. The trust
income was payable to W for life, and
upon her death the corpus was to be dis-
tributed to A or his issue. However, if
A should die without issue, lcaving W
surviving, the corpus was then to be dis-
tributed to W. No marital deduction
may he taken with respect to the inter-
est transferred to W, since it will tormi-
nate in the event of her death i£ A or his
issue survive, and A or his issue will
thereafter possess or enjoy the property.

(iv) H purchased for $100,000 a life
annuity for W, If the annuity payments
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made duringy the life of W shonld bz less
than $100,000, further payments were to
bz madeto A. I¥o marital deduction may
ba tolien with respzet to the interest
trancferred to W since A may possess or
enjor o part of the proparty followinz
the termination of such interest. If,
however, the contraet provided for no
continuation of payments, and provided
for no refund unon the dzath of W er
provided thot any refund twas to go to
the estate of W then o marital deduction
may b2 talken with respect to the gift.

(v) H tronsferred propzrty fo W and
A o5 Joint tenants with risht of survivor-
ship. INo marital deduction may bz
talkien with respzct to the interest frons-
ferred to W, since, if the tenancy is not
cevered and A survives W, the mterest
of W will terminate and A will continuz
to nozsecs or enjoy the propartr.

tvi) H troansferred property to A for
life with remainder to W provided W sur-
vives A, bout if ¥ predeceasss A, the prop-
erty iIs t9 pass to B and his hairs. Ko
marital deduction may be taken vith re-
speet to the interest transferred to V.

(vil) H transferred real property to A,
reserving the right to the rentals of the
proparty for a2 term of 28 years. H later
transferred the richt to the remammng
rentals to a trust. The terms of the frust
satisfy the five conditions stated in para-
graph (b) of § £6.163, so that the intzrest
transferred in frust is considered as
transferred solely to W. INo marital de-
duction may bz talken with respect to
such Interest, since it will terminate
unen the expiration of the balance of the
20~year term and A will thereafter pos-
£2z5 or enjoy the property.

(vill) H transferred g patent to W and
A as tepants In common. In this easz,
theinterest of W will terminate upon th=
expiration of the term of the patent, but
pozsession and enjoyment of the prop-
erty by A must necessarily ceasa at the
came time. Therefore, since A’s posses-
slon or enjorment cannot outlast the
termination of W’s interest, the provi-
slons of section 1604 (2) (3) ¢B) do nos
disallow the moarital deduction with
respzet to such interest.

(¢) Infcrest in properfy which the
donor may nassess or enjoy. Section
1084 (o) (3) (B) also providss thot no
marital deduction shall be allowed with
respzet to the transfer to the donece
spouze of a “terminoble intsrest” in
propaerty, In case:

(1) The deonor retained in himself an
interest in the same property, and

(2) By reason of such retention, the
donor (or his heirs or assizns) may
poszess or enjoy any part of such prop-
erty after the termination or failure of
the Interest thereln franzferred to the
donee spolse.

However, section 1034 (2) 3 D)
provides that if o propsriy interest 13
tronsferred to the donee spsuse as sole
Joint tenant with the donor or as tenant
by the entirety, the interest of the donor
in the proparty which emsts solely by
reason of the possibility that the donor
may survive the donee spouss, or thafb
there may cccur a ssverance of the ten-
ancy, Is not for the purposss of ssction
1004 (@) €(3) ¢B), to be considered as
an Interest retained by the donor in
him-elf. Under this provision, the fact
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that the donor may, as surviving tenant,
possess or enjoy the property after the
termination of the interest theremn trans~
ferred to the donee spouse does not pre-
clude the allowance of the marital
deduction with respect to the latter
interest.

In generzal, the principles illustrated by
the examples under paragraph (b) of
this section are applicable 1n determin-
ing whether the marital deduction may
be taken with respect to & property in-
terest transferred to the donee spouse
subject to the retention by the donor of
an interest 1n the same property.

Ezample. The donor purchased three an-
nuity contracts for the benefit of his wife
and himself. The first contract provided for
payments to the wife for life, with refund to
the donor in case the aggregate payments
maode to the wife were less than the cost of
the contract. The second contract provided
for payments to the donor for life, and then
to the wife for life if she survived the donor.
The third contract provided for payments to
the donor and his wife for thelr joint lives,
and then to the survivor of them for life.
No marital deduction may be taken with re-
spect to the gifts consummated by the pur-
chases of the contracts since, in the case of
each contract, the donor may possess or en-
joy a part of the property after the termina-
tion or failure of the interest therein trans-
ferred to the wife.

(d) Interest in property over which the
donor retained a power to appont. Sec-
tion 1004 (a) (3) (B) also provides that
no marital deduction shall be allowed
with respect to the transfer to the donee
spouse of a “terminable inferest” in
property, in case:

(1) The donor had, immediately after
such transfer, a power to appomnt an in-
terest in the same property, and

(2) Such power was exercisable (either
alone or in conjunction with any person)
in such manner that the appointee may
possess or enjoy any part of such prop-
erty after the termination or failure of
the interest therein transferred to the
donee spouse.

For the purposes of section 1004 (a)
(3) (B), the donor is to be considered as
having, immediately after the transfer
to the donee spouse, such a power to ap-
point even though suich power cannot be
exercised until after the lapse of time,
upon the oecurrence of an event or con-
tingency, or upon the failure of an event
or contingency to occur. It is immate-
rial whether the power retained by the
donor was a taxable power of appomt-
ment under section 1000 (c)

In general, the principles illustrated by
the examples under paragraph (b) of
this section are applicable in determin-
ing whether the marital deduction may
be taken with respect to & property in-
terest transferred to the donee spouse
subject to retention by the donor of a
power to appoint an interest in the same

property.

Ezample. The donor, having a power of
appointment over certain property, appoint-
ed a life estate therein to his spouse. No
marital deduction may be taken with respect
to such transfer, since, if the retained power
is exercised, the appointee thereunder may
possess or enjoy the property after the ter-
mination or failure of the interest taken by
the donee spouse.

RULES AND REGULATIONS

(e) Interest payable out of a group of
assets. Section 1004 (a) (3) (C) pro-
vides that where the assets out of which,
or the proceeds of which, an interest
transferred to the donee spouse may be
satisfied include a particular asset or as-
sets with respect to which no deduction
would be allowed if such asset or assets
were transferred from the donor to such
spouse, then the value of the interest
transferred to such spouse shall, for the
purpose of the marital deduction, be re-
duced by the aggregate value of such
particular assets.

In order for the foregoing provision to
apply, two circumstances must coexist,
as follows:

(1) The property interest transferred
to the donee spouse must be payable out
of a group of assets. An example of a
property interest payable out of a group
of assets 1s a right to a share of the cor-
pus of a trust upon its termination.

(2) The group of assets out of which
the property interest 1s payable must
include one or more particular assets
which, if transferred by the donor to the
donee spouse, would not qualify for the
marital deduction.

If the above circumstances are both
present, the marital deduction with re-
spect to such property interest may not
exceed one-half of the excess, if any, of
its value over the aggregate value of the
particular asset or assets which, if trans-
ferred to the donee spouse, would not
qualify for the marital deduction.

§ 86.16c @Gift of community proper-
ty—(a) General. The marital deduction
is allowable with respect to any transfer
by a donor to s spouse only to the ex-
tent that such transfer can be shown to
represent a gift of property which was
not, at the time of the gift, held as “com-
munity property” as defined in para-
graph (b) of this section. The burden
of establishing the extent to which a
transfer represents a gift of property not
so held rests upon the donor.

(b) Definition of “communily prop-
erty” For the purpose of paragraph (a)
of this section, the term “community
property” is considered to include:

(1) Any property held by the donor
and his spouse as community property
under the law of any State, Territory, or
possession of the United States, or of any
foreign country, except such property in
which the donee spouse had at the time
of the gift merely an expectant interest.
The donee spouse is regarded as having,
at any particular time, merely an expec-
tant nterest in property held at such
time by the donor and herself as com-
munity property under the law, of any
State, Territory, or possession of the
United States, or of any foreign country,
if, in case such property were transferred
by gift 1nto the separate property of the
donee spouse, the entire value of such
property (and not merely one-half there-
of) would be treated as the amount of
the gift.

(2) Separate property acquired by the
donor as a result of a “conversion” (dur-
ing the calendar year 1942 or after April
2; 1948) of property held by him and the
donee spouse as community property un-~
der the law of any State, Territory, or
possession of the United States, or of any

foreign country, (except such property
in which the donee spouse had st the
time of the “conversion” merely an ex-
pectant interest) into thelr separate
property. -

(3) Property acquired by the donor in
exchange (by one exchange or a serles
of exchanges) for separate property re-
sulting from such & “conversion”

The characteristics of property which
acquired a non-community instead of a
community status by reason of an agree~
ment (whether antenuptial or postnup-
tial) are such that section 1004 (a) (3)
(F) classifies the property as community
property of the donor and his spouse in
the computation of the marital deduc-
tion. In distinguishing property which
thus acquired a non-community status
from property which acquired such a
status solely by operation of the com-
munity property law, section 1004 (a)
(3) (F) refers fo the former category of
property as “separate property” ac«
quired as a result of a ‘“conversion” of
“property held as stich community prop-
erty” As used in section 1004 (a) (3)
(F) the phrase “property held as such
community property” is used to denote
the body of property comprehended
within the community property system;
the expression “separate property” ine
cludes any non-community property
(whether held in joint tenancy, tenancy
by the entirety, tenancy in common, or
otherwise) and the term “convetrsion”
mcludes any transaction or agreement
which transforms property from a com-
munity status into a non-community
status.

The separate property which section
1004 (a) (3) (B) classifies as community
property is not limited to that which was
in existence at the time of the conversion.
The following are illustrative of the scope
of section 1004 (a) (3) (F) A partition
of community property between husband
and wife, whereby a portion of such prop-«
erty became the separate property of
each, Is a conversion of such property; s
g transfer of community property into
some other form of coownership, such as
a Jjoint tenancy, is a conversion of such
property* an agreement (whether mace
before or after maorriage) that future
earnings and gains which would other-
wise be community property shall be
shared by them as separate property ef-
fects s converston of such earnings and
gains; a change in the form of owner«
ship of property which causes the future
rentals therefrom, which would other-
wise have been acquired as community
property, to be acauired as separate
property effects a conversion of such
rentals. °

The rules of section 1004 (a) (3) (I
are applicable, however, only if the con«
version took place during the calendor
year 1942 or after April 2, 1948, and only
to the extent stated herein,

Where the value of the separate prop-
erty ecquired by the donor as a result of
a conversion did not exceed the value of
the separate property thus acquired by
the donee spouse, the entire separate
property thus acquired by the donor is
to be considered, for the purposes of this
section, as held by him and the donee
spouse as community property. Where
the value (at the time of the conversion)



Thursday, Hay 19, 1949

of the separate property so acquired by
the donor exceeded the value (at such
time) of the separate property so ac-
quired by the donee spouse, only a part
of the separate property so acquired by
the donor (and only the same iractional
part of property acqured by hum m ex-
.change for such separate property) is to
be considered, for the purposes of thus
section, as held by Inm and the donee
spouse as community property. The part
of such separate property (or property
acquired 1 exchange therefor) which is
considered as so held 1s the same proxor-
tion thereof which the value (at the time
of the conversion) of the separate prop-
erty so acqwred by the donee spouse 1s
of the value (at such time) of the sepa-
rate property so acquired by the donor.

Ezample. On Novemker 1, 1912, the donor
and his spouse partitioned certain real prop-
erty keld by them under community property
laws. The real property then had a value of
$224,000. A porticn of such proverty, then
having a value of £160,000, wes converted into
the donor’s separate property, and the re-
maming portion, then having a value of $24,~
000, wes converted into his spouse's separate
property. On August 1, 1948, the donor made
a gift to his spouse of the propertv acquired
by him as a result of the partition, which
property then hed a value of §200,000. The
portion of the propertv transferred by pift
which is considered as “community proper-
ty” 1s:

64,000

mrmamannn 3 =8
160000 ¥ $200,600=¢£80,000.

The marital deduction with respect to the
gift is, therefore, imited to one-half of the
difference between $200,000 (the value of the
gift) and §80,000 (the portion of the gift con-
sidered to have been of “community propcr-
ty”). The marital deduction with respzet
to the gift is, therefore, £60,000.

§86.164 Proof regwred. 'The donor
must submit such proof as is necessary to
establish the right to the marital deduc-
tion, including any evidence requested by
the Commssioner.

Par. 9. Section 86.20 1s amended as fol-
lows:

(A) By striking the heading and by
inserting in lieu thereof the followng:
“persons required to file return—) In
general.”

(B) By inserting at the end thereof
the following paragraph:

(b) In case of consent under section
1000 (/) Except as otherwise provided
herein, the provisions of paragraph (a)
of this section are applicable with re-
speet to the filing of a gift tax return or
returns for the calendar year 1243 or any
subsequent calendar year 1n the case of
a husband and wife who consent (see
§ 86.3a) to the application of the pro-
vistons of section 1000 (f) for such year.
In such cases, if both of the consenting
spouses are (without regard to the pro-
visions of section 1000 (f)) requred
under the provisions of paragraph (a)
of this section to file returns for such
year, returns must be filed by both
spouses. If only one of the consenting
spouses 1s (without regard to the provi-
sions of section 1600 (£)) required under
the provistons of such paragraph (a) to
file a return for such year, a return must
be filed by such spouse. In the latter
case, if after giving effect to the provi-
sions of section 1000 (f) the other spouse
‘is considered to have made any gift (re-
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gardless of value) of o future Interest
in property or any gift or glits to any
one third-party donece exeeeding $3,000
in value then a return for such year must
also be filed by such other spouse. Thus,
if duriny any such calendar year the
husband made a gift of $5,000 to & son
and the wife made no gifts, only the bus-
band is required to file a return for such
year. However, if the wife had made a
gift of $2,000 to the same son, or if the
gift made by the husband had cmountcd
to $7,000, each spouse vould be roquired
to file a return in the event conccnt is
signified as provided under scction
1000 «0).

Prr. 10. Section §6.21, as amended by
Treasury Decision 5608, approved iarch
19, 1248, is further amended by incert-
ing immcdiately preceding the lost cen-
tence thereof the following cscatence:
*wWhere 2 husband and wife consent (or
contemplate consenting) that pifis made
by either of them to third-party doaces
during the calendar year 1845 or any
subsequent colendar year shall be con-
sidered as made one-half by each spouse,
as provided by section 1000 ¢f) the no-
tice on Form 710 shall, nevertheless,
identify the actual donor.”

Par. 11, Saction 86.23 is amended by
inserting immediotely after the sixth
sentence thercof the following: “If the
return is filed for the calendar year 1843
or for any calendar year thereafter and
the donor and his spouse consent f(see
§ 86.3a) to the application of the provi-
sions of section 1000 (f) for such yeor
the return must set forth, to the extent
provided thereon, information with re-
spect to transfers made by each spouse.”

Par. 12. Section 86.34 is cmended by
inserting immediately after the third
sentence thereof the following: “X o
hushand and wife effectively sirnify con-
sent (see 386.3a) to the application
of the provisions of section 1030 (f)
for any calendar year, the liabllity with
respect to the entire gift tax of €ach
spouse for such calendar year chall be
joint ang several.”

(53 Stat. 157, 467; 26 U. S. C. 1029, 3791,
Interprets or applies Pub, Law 471, £0th
Cong.)

(sEAL] Frep 8. DAnTI,
Acting Commissioner

of Internal Revenue,
Approved: Moy 13, 1849,

THO!AS J. LYNCH,
Acting Secretary of the Treasury.

[F. R. Doc. 49-3084; Fllcd, Moy 18, 1840;
8:60 a. m.]

TITLE 34—NATIONAL MILITARY
ESTABLISHMENT
Chapier Vil—Dcpariment of the
Air Forco
Subchapter D—Milltary Educatlen

PART 845—AviaTion InsTructIon AT Now-
FrporAL ESTADLISHIINRTS

RESPONSIBILITIES OF INSTITUTIONS; FLOD=-
ERTY; LOAN OF GOVINL 3T FROPLRIY

Part 845 (13 ¥\ R. €505, 13 F. R. 8307} i3
hereby amended by reseinding §§ 8453
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(¢) &845.3 and 845.9 () (1) z2nd (2) and
(g1 (1) ond substiituting the follomng
therefor:

G 8453 Reosmoncibilitizs of instifu-
tigns, © ® ¢
(¢) To comply with rezulations pre-
ceribed by propzr civil authoritizs to -
sure safety and with such supplementary
inztructions issued by the Chusf of Stafi,
Unitzd States Air Foree, or his repre-
scntatives, in rezard thereto, and not i
conflict therewith as may be considered
neccooary in the premises,
-] L4 -] -] »
§045.3 Propcorty. Al Government-
wncd property required at insiitutions,
regordless of the purposz for whick m-
tendod, will b2 consizned to the com-
monding cificer of the lgeal Air Foree
training detachment. Proparty frans-
actions between the Air Force supervizor
and a cchool will b2 governed by § 845.2
(e) (2) (1) 'The Chief of Staff, Unitzd
States Alr Force, will desiznate an ac-
cocuntable cfiicer who will act for all
CGovernment proparty lacated et each in-
stitutfon. Vhere the contractor 1s fur-
niched Government-ovwned industmal
property, the contract provision will pro-
vide that acesuntability thereof will be
m2aintained in accordance with appropr-
ate directives.

8 0458 Laan of Gorernment prop-
erty. e B 08

(f) Transnoriation. (1) Propsrfy au-
thorized to bz loaned undzr the provi-
clons of paragraph (2) of this seetion will
k> delivered to an institution throush
the Afr Force supzrvisor by air, reil, or
motor transportation as interests of the
Government may require, 2nd of expzans2
of the Government ezcept for drayage as
provided for in cubparagraph (2) of this
paragroph. Return of such property as
reguires rail, motor, or air trensporta-
tion, including propzrty in pazseemon of
the Alr Foree supsrvisor, will bz accom-
pliched by institution maoking delivery,
f. 0. b. carrier’s freicht dock in city near-
est institution concerned. Proparty will
b2 pacled, boxed, erated, and prepared
for smpment 4o suech destination as may
b2 dztermined by the Government in ac-
cordonce with Air Force spacifications
and carrler tariff requirements.

(2) All dravage of Government prop-
erty to and from carrier’s termunal in
city ncarest the institution concerned
will be furnizhed by and at the ezpsnse
of the Institution. Bills of lading will be
preparcd and accomplished accordingly.

{7y Lost, damaged, or destroyed prop-
erty. (1) Government propsrty which
b-eomes unzerviceable throuzh fair wear
and tear incldent to the proper ard au-
thorized use therzof will gceasion no lia-
bility to the institution. Such property
may he returned to the Government for
replacement or credit or should be re-
paired by the institution in accordance
with the terms of the written agrecment
that is entered Into with the Govermn-
ment for the instruction of military par-
connel.

[AFR §0-14, Moy 5, 10491 (Szco. 2, 53
Etat. 556, 65 Stat. 577, secs. 297 (O 203
(@) 305 (a) 61 Stat. 503, 534, 503; 10
U. 8. C, 2383, 5 U. S. C. Sup. 625, 623,
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171L; Transfer Order 21, Sept. 4, 1948,
13 F R. 5383)

Subchapter F—Organized Rescrves

Part 861—OFFICERS’ RESERVE CORPS

APPOINTMENT IN THE AIR FORCE RESERVE
OF EX-AIR NATIONAL GUARD OFFICERS

Part 861 (14 F R, 1592) is hereby
amended by rescinding § 861.6 and sub-
stituting the following therefor-

§ 861.6 Appowntment in the Awr Force
Reserve of Ex-Aw National Guard Offi-
cers. (a)°Upon termination of Air Na-
tional Guard of the United States status,
officers may, at thewr own request, be
commissioned in the Air Force Reserve
and may be assigned, if a vacancy exists,
to the Organized Reserve, Volunteer-Re-
serve, or Honorary Air Reserve in any
grade for which qualified.

(b) An officer of the Air National
Guard of the United States whose ap-
pointment is withdrawn because of fail-
ure to maintain the standards estab-
lished for retention of appointment in the
Air National Guard of the United States
may apply for a commission in the Air
Force Reserve in any grade in which
qualified and, if so commuissioned, will be
assigned to the Volunteer Air Reserve,
Inactive Air Reserve, or Honorary Air
Reserve as appropriate. 'The individual
who has been assigned to the Volunteer
Air Reserve will not be eligible for trans-
fer to the Organized Air Reserve for a
period of one year. Officers of the Air
National Guard of the United States
whose appointment has been withdrawn
for dishonorable reasons or for cause,
are not eligible for appointment 1n the
Air Force Reserve.

[AFR 45-5A, May b5, 19491 (Sec. 3, 48
Stat. 154, sec. 207 (), 208 (e) 61 Stat.
503, 504, 10 U. 8. C. 352, 353, 5 U. S. C.
Sup. 626, 626c; Transfer Order 10, Apr.
27, 1948, 13 F. R. 2428)

[sEAL] L. L. JUDGE,
Colonel, U. S. Air Force,

Awr Adjutant General,

{F. R. Doc. 49-3962; Filed, May 18, 1940;
8:46 8. m.]

TITLE 39—POSTAL SERVICE
Chapter I—Post Office Department

PART 41—THE PRIVACY AND SAFEGUARDING
OF THE MAILS

EMPLOYEES FORBIDDEN TO PLACE IIAIL IN
CLOTHING, HAND GRIPS, PARCELS, OR OTHER
LUGGAGE

Amend § 41.3 Employees forbidden o
place mail wn clothing (13 F R. 8929) to
read as follows:

§ 41.3 Employees forbidden to place
mail in clothing, hand grips, parcels, or
other luggage. Employees of the postal
service shall not place or carry in their
pockets or i other parts of their cloth-
ing, or in hand grips, parcels, or other
luggage, any mail which is in the cus-
tody of the postal service. (R. S. 161,

RULES AND REGULATIONS

396, secs. 304, 309, 42 Stat. 24, 25; B
U. 8. C. 22, 369)

[sEAL] J, M. DONALDSON,

Postmaster General.

[F. R. Doc. 49-3984; Filed, May 18, 1946;
8:46 a. m.]

PART 127—INTERNATIONAL POSTAL SERVICE:
POSTAGE RATES, SERVICE AVAILABLE, AND
INSTRUCTIONS FOR MAILING

AIR MAIL SERVICE

1. In § 127.20 Air-mail service (13 F. R.
9081) add a new paragraph (1) to read
as follows:

(i) However, in the case of the coun-
tries shown below, “other articles” in the
regular mails are acceptable at special
air mail rates, as shown in the subcaption
“A1r mail service” under the appropnate
country heading, appearing in Subpart
D of this part:

Austria. Ireland (Eire)

Azores. Italy.

Belgian Congo, Latvia.

Belgium., Lithuania.

Bermuda. Luxemburg.

Czechoslovakia. Netherlands.

Denmark. Norway.

Egypt. Portugal.

Estonia. Sweden.

Faroe Islands. Switzerland.

Finland. Syria.

France. Trieste.

Germany, Tunisia.

Gold Coast Colony. Turkey.

Great Britain and TUnion of South
Northern Ireland. Africa.

Greece, Union of Soviet So-

Iceland, clalist Republics.

India. Vatican City State.

Iraq.

Such articles must be plainly marked
“Commercial Papers” “Printed Matter”,
ete., to designate their classification in
the mails.

2. In § 127.210 Austria (13 F. R. 9113)
amend paragraph (a) (5) Air mail serv-
2ce to read as follows:

(5) Air mail service. Postageé rates:
Letters, letter packages and post cards,
15 cents per half-ounce. Other regular-
mail articles, 45 cents for the first two
ounces and 24 cents for each additional
two ounces. (See §127.20.)

3. In §127.211 Azores (13 F R. 9114)
amend paragraph (a) (5) Air mail serv-
zce to read as follows:

(5) Air mail servce. Postage rates:
Letters, letter packages and post cards,
15 cents per half-ounce. Other regular-
mail articles, 41 cents for the first two
ounces and 20 cents for each additional
two ounces. (See § 127.20.)

4. In § 127.215 Belgian Congo (13 F R,
9116) amend paragraph (a) (5) Air mail
service to read as follows:

(5) A mail service. Postage rates:
Letters, letter packages and post cards,
25 cents per half-ounce. Other regular-
mail articles, 59 cents for the first two
ounces and 38 cents for each additional
two ounces. (See § 127.20.)

5. In § 127.216 Belgium (13 F R, 9117)
amend paragraph (a) (5) Air mail
service to read as follows:

(5) dir mail service. Postage rates:
Letters, letter packages and post cards,
15 cenfs per half-ounce. Other regular-
mail articles, 42 cents for the first two
ounces and 21 cents for each additional
two ounces. See § 127.20.)

6. In §127.217 Bermude (13 ¥. R.
9118) amend paragraph (a) (5) A#r
mail service to read as follows:

(5) Air muail service. Postage rates!
Letters, letter packages and post cards,
10 cents per half-ounce. Other regular-
mail articles, 27 cents for the flrst two
ounces and 6 cents for each additional
two ounces. (See § 127.20.)

7. In §127.239 Czechoslovakia (13
F R. 9138) amend paragraph (a) (5)
Air mail service to read as follows:

(5) Air mail service. Postage rates:
Letters, letter packages and post cards,
15 cents per half-ounce. Other regular~
mail articles, 44 cents for the first two
ounces and 23 cents for each additional
two ounces. (See § 127.20.)

8. In § 127241 Denmark (13 F R,
9140) amend paragraph () (5) Air
mail service to read as follows:

(5) Air mail service. Postage rates:
Letters, letter packages, and post cards,
15 cents per half-ounce. Other regular.
mail articles, 43 cents for the first two
ounces and 23 cents for each additional
two ottnces, (See § 127.20.)

9. In §127.244 Egypt (13 F R, 9144)
amend paragraph (a) (8) Air mail
service to read as follows:

(5) Awr mail service. Postage rates:
Letters, letter packages, and post cards,
15 cents per half-ounce. Other regular-
mail articles, 52 cents for the flrst two
ounces and 31 cents for each additional
two ounces. (See § 127.20.)

10. In § 127.246 Estonic (13 F R. 9146)
amend paragraph (a) (5) Air mall
service to read as follows:

(5) Air mail service. Postage rates:
Letters, letter packages and post cards,
15 cents per half-ounce. Other regular-
malil articles, 52 cents for the first two
ounces and 31 cents for each additional
two ounces. (See §127.20.)

11. In § 127.249 Faroe Islunds (13 F R,
9147) amend paragraph (a) (5) Afr muail
service to read as follows:

(5) Air mail service, Postage rates:
Letters, letter packages, and post cards,
15 cenits per half-ounce. Other regtilar-
mail articles, 43 cents for the first two
ounces and 23 cents for each additional
two ounces. (See §127.20.)

12. In § 127.251 Finland (13 F R. 9148)
amend paragraph (a) (6) Afr mall
service to read as follows:

(5) Awr mail service. Postage rates:
Letters, letter packages, and post cards,
15 cents per half-ounce. Other regular-
mail articles, 46 cents for the first two
ounces and 25 cents for each additional
two ounces. (See §127.20.)

13. In §127.252 Frence (including
Monaco) (13 F R. 9149) amend para-
graph. (a) (5) Air muail service to read
as follows:



Thursday, May 19, 1949

(5) Air mail service. Postage rates:
Letters, letter packages, and post cards,
15 cents per half-ounce. Other regular-
mail articles, 42 cents for the first two
ounces and 21 cents for each additional
two ounces. (See § 127.20.)

14. In §127.264 Germany (13 P. R.
9155) amend paragraph (a) (5) Air inail
service to read as follows:

(5) Air mail service. Postage rates:
Tetters, letter packages and post cards,
15 cents per half-ounce. Other regular-
mail articles, 43 cents for the first two
ounces and 22 cents for each additional
two ounces. (See § 127.20.)

15. In § 127.267 Gold Coast Colony (in-
cluding Ashanti, British Togoland, and
Northern Territories) (13 F R. 9157)
amend paragraph (a) (56) A4ir mail serv-
2ce to read as follows:

(5) Air mail service. Postage rates:
Letters, letter packages and post cards,
25 cents per half-ounce. Other regular-
mail articles, 52 cents for the first two
ounces and 31 cents for each additional
two ounces. (See § 127.20.)

16. In §127.268 Great Britain and
Norihern Ireland (England, Scotland and
Wales; also Northern Ireland) (13 F. R.
9158) amend paragraph (a) (4) Air mail
service to read as follows:

(4) Air mail service. Postage rates:
Letters, letter packages and post cards,
15 cents per half-ounce. Other regular-
mail articles, 41 cents for the first two
ounces and 20 cents for each additional
two ounces. (See § 127.20.)

17. In §127.269 Greece (including
Crete and Dodecanese Islands) (13 F R.
9162) amend paragraph (a) (5) 4ir mail
service to read as follows:

(5) Air mail service. Postage rates:
Letters, letter packages and post cards,
15 cents per half-ounce. Other regular-
mail articles, 48 cents for the first two
ounces and 28 cents for each additional
two ounces., (See § 127.20.)

18. In § 127.277 Iceland (13 F. R. 9163)
amend paragraph (a) (5) Awr mail serv-
2ce to read as follows:

(®) Air mail service. Postage rates:
Letters, letter packages and post cards,
15 cents per half-ounce. Other regular-
mail articles, 37 cents for the first two
ounces and 16 cents for each additional
two ounces. (See § 127.20.)

19. In § 127278 India (including ihe
Andaman Islands, Nepitl and Tibet) (13
¥, R. 9169) amend paragraph (a) (5)
Air mail service to read as follows:

(5) Air mail service. Postage rates:
Letters, letter packages and post cards,
25 cents per half-ounce. Other regular-
mail articles 64 cents for the first two
ounces and 44 cents for each additional
two ounces. (See § 127.20.)

20. In §127.280 Irag (13 F. R. 9170)
amend paragraph (a) (5) Adir mail serv-
2ce to read as follows:

(5) Air mail service. Postage rates:
Letters, letter packages and post cards,
25 cents per half-ounce. Other regular-
majl erticles, 56 cents for the first two
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ounces and 35 cents for each additional
{wo ounces. (See § 127.20.)

21, In §127.281 Ireland (Eirc) (13
F. R. 9171) amend paragraph (a) (5) 4ir
mail service to read as follows:

(5) Air mail service. Postage rates:
Letters, letter packages and post cards,
15 cents per half-ounce. Other regular-
mall articles, 39 cents for the first two
ounces and 18 cents for each additional
two ounces. (See § 127.20.)

22, In §127.283 Italy (including the
Republic of San XMarino) (13 F. R. 9174)
amend paragraph () (6) Afr mail serv-
ice to read as follows:

(6) Air mail service. Postage rates:
Letters, letter packarges and post cards,
15 cents per half-ounce. Other rezular-
majl articles, 45 cents for the first two
ounces and 24 cents for each additional
two ounces. (See § 127.20.)

23. In § 127.280 Latria (13 F. R. 9179)
amend paragraph (a) (4) Air mail serv-
ice to read as follows:

(4) Air mail service. Postage rates:
Letters, letter packages and post eards,
15 cents per half-ounce. Other regular-
mall articles, 52 cents for the first two
ounces and 31 cents for each additional
two ounces. (See § 127.20.)

24, In § 127.294 Lithuania (13 F. R.
9181) amend paragraph (a) (4) Air mail
service to read as follows:

(4) Air mail service. Postage rates:
Letters, letter packages and post cards,
15 cents per half-ounce. Other regular-
mail articles, 52 cents for the first two
ounces and 31 cents for each additional
two ounces. (See §127.20.)

25. In §127.285 Luzemburg (Grand
Duchy) (13 F. R. 9181) amend para-
graph (a) (5) Air mail service to read
as follows:

(5) Air mail service. Postage rates:
Letters, letter packages and post cards,
15 cents per half-ounce. Other regular-
malil articles, 42 cents for the first two
ounces and 21 cents for each additional
two ounces. (See § 127.20.)

26. In § 127.309 Netherlands (13 F. R.
9189) amend paragraph (3) (5) Air mail
service to read as follows:

(5) Air mail scrvice. Fostage rates:
Letters, letter packages and post cards,
15 cents per half-ounce. Other regular-
mail articles, 42 cents for the first two
ounces and 21 cents for each additional
two ounces, (See § 127.20.)

27. In §127.320 Norway (ncluding
Spitzbergen) (13 F. R.9197) amend para-
graph (a) (4) Air mail sertice to read as
follows:

(4) Air mail servfce. Postage rates:
Letters, letter packages and post cards,
15 cents per helf-ounce. Other regular-
mail articles, 43 cents for the first two
ounces and 23 cents for each additional
two ounces. (Sce § 127.20.)

28. In § 127.332 Porlugal (13 F. R.
9207) amend paragraph (2) (5) Air mail
service to read as follows:

(5) Afr mail service. Postame rates:
Letters, letter packares and post cards,
15 cents per half-ounce. Other regular-
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mafl articles, 41 eznts for the first two
ounces and 20 cents for each additional
twoounces. (Sze § 127.20.)

29. In § 127.359 Sredzn (13 P. R.9220)
amend paragraph (2) (5) 4ir mail serv-
1ce to read as follows:

(5) Alr mail service. Postage rates:
Ietters, letter packages and post cards,
15 cents per half-cunce. Other rezular-
mail articles, 45 cents for the first two
ounces and 24 cents for each additional
two ounces. (See § 127.20.)

30. In §127.360 Swifzerland (nclud-
ing Liechienstein) (13 P.R.9221) amend
paracraph (2) (5) Air mail sertice to
read as follows:

€5) Afr mail service. Postage rates:
Letters, letter packages and post cards,
15 cents par half-ounce. Other rezular-
mazil articles, 43 cents for the first fwo
ounces and 22 cents for each additional
two ounces. (See §127.20.)

31. In § 127.361 Syniz (13 F. R. 9223)
amend parasraph (2) (5) Air meil serv-
{ce to read as follows:

(5) Air maifl service. Paostage rates:
I~ztters, letter packages and post cards,
25 cents per half-ounce. Other rezular-
mail articles 52 cents for the first two
ounces and 31 cents for each additional
two ounces. (See §127.20.)

32. In §127.365 Trieste (Free Terri-
tory of) (13 F. R. 9225) amend para-
graph (a) (6) Air mail service to read
as follows:

(6) Afr mail serrice. Postage rafes:
Istters, letter packoges and post cards,
15 cents per half-ounce. Other rezular-
mail articles, 45 cents for the first two
ounces and 24 cents for each additional
two ounces. (See § 127.20.)

33. In §127.369 Tunwisiz (Tums) (13
F. R. 9226) amend paragraph (a2} (5)
Afr mail service to read as follows:

(5) A4ir mail serrice. Postage rates:
Istters, letter packages and post cards,
15 cents par half-ounce. Other regular-
mall articles, 47 cents for the first fwo
ounces and 26 cents for each additional
two ounces. (See §127.20.)

34. In § 127.370 Turkey (13 F. R. 9227)
amend paracraph (a) (3) Afr mail serv-
ice to read as follows:

(5) Air mail service. Postage rates:
Leotters, letter packages and post cards,
15 cents per half-ounce. Other resular-
mail articles, 43 cents for the first two
ounces and Z8 cents for each additional
two ounces. (See §127.20.)

35. In § 127.372 Unwon of South Africa
(13 F. R. 9229) amend paraszraph (a) (5)
Alr mail service to read as follows:

(5) Air mail scrrice. Postage rates:
Latters, letter packages and post cards,
25 cents per half-ounce. Other rezular-
mall articles, 68 cents for the first fwo
ounces and 47 cents for each additional
two ounces. (See §127.20.)

36. In 3127373 Unien of Sorwet So-
clalist Republics (13 P. R. 9230) amend
paragraph (a) (5) Air mail service to
read as follows:

{5y Air mail serrice. Postage rafes:
Letters, letter paclinges and post cards,

3]
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15 cents per half-ounce. Other regular-
mafl articles, 52 cents for the first two
ounces and 31 cents for each additional
two ounces. (See § 127.20.)

37. In § 127.375 Vatican City State (13
F. R. 9234) amend paragraph (a) (5)
Air mail service to read as follows:

(6) Air mail service. Postage rates:
Letters, letter packages and post cards,
15 cents per half-ounce. Other regular-
mall articles, 456 cents for the first two
ounces and 24 cents for each additional
two ounces. (See § 127.20.)

(R. S. 161, 396, 398, secs. 304, 309, 42
Stat. 24, 25, 48 Stat. 943; 5 U. S. C. 22,
369, 372)

[SEAL] J. M. DONALDSON,

Postmaster General.

[F. R. Doc. 49-3965; Filed, May 18, 1949;
8:46 a. m.]

PART 127—INTERNATIONAL POSTAL SERVICE:
PosTAGE RATES, SERVICE AVAILABLE, AND
INSTRUCTIONS FOR MAILING

SAUDI ARABIA

In §127.348 Saudl Arabwe (Kingdom
of) (13 F R. 9215) make the following
changes:

RULES AND REGULATIONS

1, Amend subparagraph (1) Table of
rates of paragraph (b) Parcel post by the
addition of a new subdivision (ii) to read
as follows:

(ii) Air parcels., (Applicable only to
the offices of Dhahran, Hassa, Khobar,
and Riyadh.)

Oz. Rate

oz, Rate
$18.50
19.27
20.04
20.81
21.58
22.35
23.12
23.89
24,66
25.43
26.20
26.97
7. 74
28. 61
20,28
30.05
30.82
31.59
32.36
33.13
33.90
34.67

Each air parcel and the relatlve dis-
patch note must have afiixed the blue
Par Avion Label (Form 2978) (See
§127.55 (b).)

(=3
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Welght limit: 11 pounds.

Customs declarations: 2 Form 2968.

Dispatch note: 1 Form 2972,

Parcel-post sticker: 1 Form 2922.

Sealing:: Optional,

Group shipments: Limitod to 8 parcels.
(See § 127.76.)

Registration: No.

Insurance: No.

C. o. d.. No.

2. Amend subparagraph (4) Observa-
{ions of paragraph (b) Parcel post to
read as follows:

(4) Observations. (1) 'The surface
parcel-post service extends to the fol-
lowing offices only* Dhahran, Hassa,
Jidda (Jedda) Khobar, Mecca, Meding,
Riyadh, and Yenbo. Addressees of par-
cels for Dhahran must take delivery at
the post office of Khobar,

i) The air parcel-post service ex-
tends to the following ofilces only* Dha-
hran, Hassa, Khobar, and Riyadh.

(R. S. 161, 396, 398, secs. 304, 309, 42
Stat. 24, 25, 48 Stat. 943; 6 U. 8. C. 22,

369, 372)
[sEAL] J. M. DONALDSON,

Postmaster General,

[F. R. Doc. 49-3963; Filed, May 18, 1949;
8:46 a, m.]

DEPARTMENT OF AGRICULTURE

Office of the Secretary
[Administrative Order 6]

CALIFORNIA AND NEVADA

DESIGNATING CERTAIN LANDS TO BE ADAIN=~
ISTERED AS PARTS OF ELDORADO, TAHOE AND
TOIYABE NATIONAL FORESTS

‘Whereas, the heremnafter described
lands situate within the States of Cali-~
fornia and Nevadg have been acquired by
the United States under authority of the
act of March 1, 1211 (36 Stat. 961); as
amended and supplemented, and

Whereas, the said lands are subject to
all Jaws applicable to lands acquired un-
der the above-mentioned act, and

Whereas, pursuant to the provisions of
section 11 of said act, the Secrefary of
Agriculture may from time to time divide
the lands acquired under the act into such
specific National Forests and so designate
the same as he may deem best for ad-
ministrative purposes, and

Whereas, the said lands are so situ-
ated that the public interest and econ-
omy will be served best by having them
administered as parts of the Eldorado,
Tahoe and Toiyabe National Forests;

Now, therefore, I, Charles FF Brannan,
Secretary of Agriculture, by virtue of the
authority vested in me by section 11 of
the act of March 1, 1911, do hereby or-
der that the lands described below shall
hereafter be administered as parts of
the indicated National Forests.

NOTICES

ELpoRADO NATIONAL FOREST
MOUNT DIABLO MERIDIAN

T.8N,,R.13 E,
Sec. 1, NN,
NE}SE,
Sec. 2, S48,
Sec. 3, SEBY,

See. 10;
NI,NE1,

Sec. 11,
SEYSEY,
Sec. 12, N1;, NEI4SW,
Sec. 13, SW’/;NW‘A,
Sec. 14, NI,N1,,
Sec. 15, N1,N1;, SEYSW;,
Sec. 17, S1,SEY,
Sec. 20, NI,NEY;,
Sec. 21, SE%SW%, SW,SEYs
Sec. 28, NEl4, EI,NW14.
T.8N,R.14 E,,
See. 1, Nl/zN%, WILSWY,
E,SEY,
Sec. 2;
Sec. 8, El4, EL, Wik, WILNW1,, SWIL8W;

SEYNEY;, 814815,

NwWi;, SWI4SWi,

BW1,SEl4,

Sec. 4, BI,NB1Y;, NILNWY;, SWILSWY,
Sec. 5, EY, ENLWYH, NWLNWY,
WiLSWi4,
Sec. 6, NINEY, NWY, WLSWY,
SEY4SEY;,
Sec. 17, NEYNE!Y;, WIY)EY, NWY,
SE4SEY,

Sec, 8, N4,NEY;, NEY,NW1;, 81,5W14s
Sec. 9, NWILNW,

Sec. 10, NE,NE;,

Sec. 12, NEI4{NEY,

Sec. 17, NW1,NEY;, NY%LNWY;,

Sec. 18, NEY;NEI;, NW14SE14.

‘TAROE NATIONAL FOREST
2IOUNT DIABLO MERIDIAN

7. 18N, R. 16 E,
Sec. 1)
Sec. 2, 815,
Secs, 10, 11, and 12;
See. 14, NEY;, NIANW;s
Sec. 24, N, NEY;.

T. 19N R 15 E,
Sec.
Sec. 10 Niz, SWi4, W’,’QSE%, SE%SB',

Sec. 11, NEY, BS8138Wi4, %SEMO
SW1SEY;,

Sec. 12, NE14, SILNWI4, N%LSWH,
SW’/;SW%,, N14SEY,

See. 13, S

V2,
Sec. 14, W14, N14SEY, SEYSEU,
Sec, 15}
Sec. 16, NEY;,, N4NWY;,
See. 17, N5,
Sec. 20, Lots 1 to 3, inclusive, E14NWY,
NE%SW‘/,, N’/zSElA,
Bee, 22;
Sec. 23, N1, NY,SW, SE%,
Sec, 24, NI4NEY;, 8W4, S14SEY,
Sec. 25;
Sec. 26;

Sec. 27;

Sec. 28. NI, NE!4, SE4ANEY,

8ece. 36.

T.20N,, R. 16 E
Sec. 19 SW‘ANEIA, SEL8WIY,, BEY,
Bec. 36.
T.18 N, R. 16 E,,

See, 2, Lots 1 and 2 of NEi4, SBEl4,

Sec. 3, Lots 1 and 2 of NW!4, WL8W4,

Sec. 4;

Sec. 6;

Sec. 6, Nig,

See. 7;

Sec. 8;

See. 9;

Sec. 10, El4,

Sec. 11

See. 12, W13,

Sec. 13;

Seo. 14 swi,

Sec. 16;

Sec. 16;

Sec, 17;

Sec. 18, El4, Lot 1 of NW14, B14 of Lot 2 of
NW;/:,, fof 1 of SWY, N¥; of Lot 2 of

4
8ec. 19;
Bec, 20;

8w, S148EY,
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Sec. 21;

Sec. 22, N15NEUNEY;NEY,, WISSWILNEY,
S1,SEYSWNEY;, NWi;, SEY,

Bec. 23;

Sec. 26, N1,NW4,

Sec. 27;

Sec. 28;

Sec. 29;

Sec. 20, all except N1

Sec. 32;

Sec. 33;

Sec. 34, SW1;.

T.19N,,R.16 E,

See. 1, all except a certain tract of land
containing 100 acres more or less, de-
scribed as follows: Beginning at NE cor-
ner of Sec. 1, said township and range,
thence westerly along the northerly line
of s21d section 825 feet; thence southerly
parallel with the easterly line of said
Section 1, 5,280 feet to the southerly line
thereof; thence easterly along the last
mentioned line, 825 feet to the easterly
line of said Section 1; thence northerly
along the last mentioned line, 5,280 feet
to the pomt of beginning;

Sec. 4, SE14,8W4, SW1iSEl,

Sec. 5, all of that portion of Section 5 1y~
ing West of the summit or ridge running
through said section, containing 402.93
acres, more or less; the summit or ridge
bemg particularly described in desd
dated April 23, 1937, recorded in Book 36
of Deeds, page 85, Slerra County, Cail-
fornia, records; executed by Edmond E.
Payen and wife to the United States of
America, as.follows: Beginning at the
southeast corner of said Section 5, run
North 29 degrees 0 minutes West 11
chains; thence North 33 degrees 0 min~
utes East 9 chains; thence North 31 de-
grees 0 minutes West 4 chains; thence
North 63 degrees 30 minutes West 15
chains; thence South 54 degrees 35 min-
utes West 17 chains; thence North 76
degrees 40 minutes West 6 chains; thence
South 61 degrees 20 minutes West 3
chains; thence North 51 degrees 10 min-
utes West 11.72 chains; thence North 52
degrees 45 munutes East 21.10 chains;
thence North 4 degrees 45 minutes West
45.55 chains to the nmorth quarter cor-
ner;

Sec. 6, N1, SWij, S1,SEY,

of Lot 2 of SW1},

Sec.-T;
Sec. 8, S1,SWY;, SW14SEY;,
Sec. 8;
Sec. 10, EVL.NW1;,
Sec. 11;
Sec. 12, WiLNEY;, NW1;,
Secs. 13, 14, 15, 16, and 17;
Sec. 18, N4, Lot 1 of SW;, N, of Lot 2
of SWi;, SEY,
Secs. 19, 20, and 21;
Sec, 22, N15,
Secs. 23 and 24;
Sec. 26, Si3,
Sec. 28, N5, S1,81,,
See. 28, NE!;, W%NW%, W%SWE{;. NE‘-/&
SEl,
Sec. 30, El4, Lot 1 of NWI4, S15 Lot 2 of
NW1;, Lot 1 of SW1j, N, Lot 2 of SW!j,
Secs. 31, 32, and 33;
See. £4, SLNEY, SIeNWI, S,
Secs. 35 and 36.
T.20N.,R.16 E,
~Sec. 36.
T.18N., R.17TE,
Sec. 2, Lots 1 and 2 of NW14,-SWi4,
Sec. 4, Lots 1 and 2 of NEl4, SW!i,
Sec. 6, Wis Lot 2 of NWi4.
T. 19 N,R. 17E,,
Sec. 2, W1,SW1,
Secs. 3, 4, and 5;
Sec. 6, Lots 1 and 2 of NEY;, E!} Lot 1 of
NWi;, El4 Lot 2 of NW14, EI2SEY,
Sec. 8, N12N1%, S1%481%,
Sees. 9 and 10;
Sec. 11, SWY4NEY, Wiz, WSEl;, SEY
SEl,
Secs. 14, 15, and 17;
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Eec.

See. 206;

Sec. 28, E!5, EIMNWY, SWIHLNWI, NDS
s,

Sec. 80, Lots 1 and 2 of SV,

Sec. 34, YWILNE!;, NIZNWIS.

T.20N.,R.17TE,,
See. 32, NW14, 815

TorvApg NATIONAL FOREST
IIOUNT DIAGLO MIERIBIAMN

T.19N,,R.17E,,

See. 1;

Sec. 2, W15 Lots 1 and 2 of NE!4, Lot 1 of
NwWl, Elf Lot 2 of NWI5, El.SW!3,
Wi2SEY;, SE!;BElS,

Eee. 11, N13NE!;, SE;NE!], NE'}8E!],

Sec. 12, WIZNEY;, NW!i, SE;8SW!, NI%
SE!, SWEE!:.

T.20 N, R. 17 E,,

Sec. 1;

Sec. 2, NWj, 83,

Sec. 3;

Sec. 9, S13NE!;, NIASEILS

Sec. 10;

See. 11;

Sec. 12, NEY;, 8%,

Sec. 13;

Sec. 14, N4, SE!},

Sec. 15, Els,

Sec. 16, E!3NE!;, B:BE!,

Sec. 22, NE1;,

Sec. 23;

Sec. 24, NE!;, SW14, EIA8E;, SWISE",

Sec. 25;

Sec. 26, E'%, 5W1;,

Sec, 27, B!,

Sec. 34, WI;NEY;, EIZNWY, B,

Sec. 35;

Sec. 36.

T.21 N, R.17TE,

Sec. 33, 813,

Sec, 34, SW13,

Sec. 85, 8%,

Sec. 36, Lots 1 to 4, inclusive, WIASE!],
SwWis.

T.13N, R, 18 E,

Sec. 2, Lot 2 of NWT14,

Sec. 21, all (fractlonal);

Sec. 22, Lot 1 and part of Lot 2;

Sec. 25, 8148E!,

Sec. 36.

T.14N,R.18E,
Sec. 35, S1LNWI4, 5.
T.19 N, R. 18 E,

Sec. 6, N1; Lot 6 of NW?,

Seg. 7, S'% Lot 3 of NW/!15, Lots 4, G, and 6
of NW1j3, Lot 1 of 8Wij, N5 Lots 8, 4, 0,
and 6 of SW15.

T.20 N, R. 18 E,,

Sec. 7, Lots 1 to 20, inclusive;

Sec. 18, Lots 2, 3, and 4, 5?5 Lot §, 813 Lot
8, Lots 9, 13, 14, N34 Lot 15, Iots 18 and
19;

Sec. 19, Lots 1 to 20, Incluslve;

Sec. 30, Lots 2, 4, and 5, 815 Lot G, Lota 7
to 12, Inclusive, 515 Lot 13, Lot 15, 515
Lot 16, Lots 19 and 20;

Sec. 31, Lots 1 to 20, incluslve;

T.13N,R.19E,

Sec. 5, W?38W1;,

Sec. 6, SEV;NE!};, EI48EY;,

Sec. 7, NE?;, N!48E!;, SE!;{EEY,

Sec. 8;

Sec. 9, SWILNWY;, NWIi5W;, SEI38W;,
SW248ElS,

Sec. 17, NW14, NE1;SW15, 8125W%,

Sec, 18, E!3NEY,

Sec, 20, NE!;, EISNW?;, NEYSE!,;

Sec. 21, WISNEL;, NWi;, SW15, WIBE!S;

Sec. 28, NW4,

Sec. 29, N13NE!], S1528W1;, 8B,

Sec. 30, SE!55W1;, S§1.8EY],

Sec. 31, N15, SWi5, NWWiLSEY,

Sec. 32, N5,

T.15N,R.19E,,

Sec. 2, W5 Lot 2 of NW?;,

Sec. 20, NEI4, NEIJNW!, EILEEl,

Sec. 21, N5, SBY%, N12E5Wi,

Sec. 22, NW714

Sec. 28, N5,

23, w5,

.
V746

£ze. 23, SN, 815,

£ce. 09, D13, B2V, S48

8o, 31

£e3. 32, K15, I9158W1,, WI,SEY:

Sce. 03, MNWIM4, INIZBWI;, SVWASWIL,

81258,

822, 24, SWI58WIL.

In testimony whereof, I have hereunto
set my hand and causzd the official szal
of the Department of Agriculture {o b2
affized, in the City of Washington, this

13th day of May 1943.
[ £300N A | Cu:rLes F. Branman,
Secretary of Agriculiure.

[F. R. Dac. 48-3321; Filed, 1May 18, 1243;
8:59 a. m.}

LatcLApE COUONTY, WISCONSIN

TRANSFER OF CLRTAIN LANDS T0 UNIIED
STATES FOR ADIONISTRATION AS PART OF
IICOLET NATIONAL FOREST

Whereas, the Szcretary of Agriculture
is administering the hereinafter de-
scribad lands as trustee, under an agree-
ment of transfer dated May 16, 1937,
vith the Wisconsin Rural Rehabilitation
Cornoration, and

YWhereas, by act of the Congress ap-
proved June 19, 1348 (Pub. L. No. 719,
80th Cong., 28 Sess.) the Secretary of
Agriculture is directed, upon the written
consent of the majority of directors of
the Wisconsin Rural Rehzbilitation Cor-
poration, to convey and transfer the de-
scribed lands to the United Stafes for
subsequent administration as a part of
the Nicolet National Forest, and

Whereas, a majority of the directors
of the IWisconsin Rural Rehabilifation
Corporation, by a resolution duly adopted
on March 22, 1949, gave their writien
consent to the transfer of the described
lands to the United States.

INow, therefore, by virtue of and pur-
suant to the authority vested in me by
the aforementioned act of June 19, 1948,
all right, title, claim, interest, equity and
estate in and to the lands hereinaffer
described, together with the improve-
ments thereon and the rights and appur-
tenances thereunto belonzing or apper-
taining, is hereby conveyed, granted,
transferred and quitclaimed to the
United States for administration by the
Forest Service of the United States De-
partment of Agriculture as a part of the
Nicolet National Forest and subject to
the rules and rezulations applicable to
national forest lands acquired under the
act of March 1, 1911 (36 Stat. §61) as
amended, to-wit, the following describad
Iands situated in the County of Langlade,
State of Wisconsin:

Townchip 33 INorth, Range @ East, 4th Prin-

cipal Meridian,
Scetlon 1621V, NIZNEL;, SWLNE!
and 15815,

Eection 1T—NE!;.

Scotion 22—EI,IWE;.

The Chief of the Forest Service is
hereby directed to utilize, insofar as
practicable, the pronzrty hereby trans-
ferred as an exsperimental demonstration
forest.

In testimony whereof, I have hereunio
cet my hond and czuscd the ofcial seal
of tie Department o. Asr.cititure to be
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affixed in the City of Washington, this
13th dey of May, 1949,
[smaLl CHARLES F' BRANNAN,
Secretary of Agriculture.

[E‘. R. Doc. 49-3990; Filed, May 18, 1949;
8:49 a. m.]

FEDERAL COMMUNICATIONS
COMMISSION

[Designation Order 33]

DrsigNATION OF MOTIONS COMMISSIONER
FOR May, 1949

At a session of the Federal Communi~
cations Commission held at its offices 1n
Washington, D. C., on the 29th day of
April 1949,

It is ordered, Pursuant to Section 0.111
of the Statement of Delegations of Au~
thority, that E. M. Webster, Commis~
sioner. is hereby, designated as Motions
Commissioner for the month of May,
1949,

It is further ordered, That in the event
said Motions Commissioner 1s unable to
act during any part of said period the
Chairman or Acting Chairman will desig-
nate a substitute Motions Commissioner.

FEDERAL COMITUNICATIONS

COMMISSION,
[sEAL] T, J. SLOWIE,
Secretary.
[F. R. Doec, 49-3982; Filed, May 18, 1949;
8:48 a. m.]

[Docket No. 9068)

OrLIvER BROADCASTING CORP. (WPOR)
ORDER DELETING ISSUE

In re application of Oliver Broadcast-
ing Corporation (WPOR) Portland,
Maine, Docket No. 9068, File No. BP-
6344; for construction permit.

At a session of the Federal Communi-
cations Commission held at its offices in
Washington, D. C., on the 5th day of
May 1949;

The Commuission having under consid-.

eration a petition, filed January 24, 1949,
by Oliver Broadcasting Corporation
(WPOR) requesting reconsideration and
grant without a hearing of its above~
entitled application for authorization to
change operating facilities at Portland,
Maine, from 1490 ke., 250 w. power, un-
limited time to 1060 kc., 5 kw. power,
unlimited time, change transmitter lo-
cation, install new transmitter and di-
rectional antenna for day and mght use
(DA-2),

It appearing, that the Commission, on
July 12, 1948, designated the WPOR ap-
plication for hearmng in a consolidated
proceeding with the Lowell Sun Pub-
lishing Company application (File No.
BP-6675; Docket No. €069) for s new
standard broadcast station at Lowell,
Massachusetts, to determine, among
other things (1) the interference, if any,
which the simultaneous operation of the
two stations would involve; (2) whether
Station WPOR, operating as proposed,
would involve interference with Station
KYW Philadelphia, Pennsylvania; (3)
whether the proposed Lowell, Massachu-
setts, station and Station WPOR, as pro-

NOTICES

posed, would 1nvolve objectionable inter-
ference with Canadian Station CBA,
Sackville, New Brunswick, as defined in
the North American Regional Broadcast-
ing Agreement; and (4) whether the in-
stallation and operation of the proposed
Lowell, Massachusetts, station and Sta-
tion WPOR, as proposed, would be in
compliance with the Commission’s rules
and standards; and

It further appearing, that, on No-
vember 26, 1948, the Lowell Sun Publish-
ing Company application was dismissed
without prejudice; and

It further appearing, that it cannot be
determined from the data in the petition
and the applicasion, (a) whether the
business district of Portland, Maine, will
recewve service in accordance with the
Standards of Good Engineering Prac-
tice; (b) whether it can be expected that
the theoretical radiation values in the
direction of the nmighttime service area
of Station KYW Philadelphia, Pennsyl-
vanma, can be secured and mamtained in
actual operation; (¢) whether a grant of
this application would be 1n the public
mterest in view of possible objectionable
interference as defined in NARBA with
Canadian Station CBA, Sackville, New
Brunswick; and (d) whether, in connec-
tion with the proposed site, there are any
factors that would prevent an adequate
proof of performance or would cause pos-
sible reradiation problems;

It s ordered, That the Oliver Broad-
casting Corporation petition for recon-
sideration and grant without a hearing
of its above-entitled application is
demed.

It 1s further-ordered, That the Com-
mission’s order of July 12, 1948, desig-
nating the Lowell Sun Publishing Com-
pany and Oliver Broadcasting Corpora-
tion applications for hearing, is amend-
ed to the extent that Issue No. 8 and
reference to the Lowell Sun.Publishing
Company application in all other issues
contained theremn are deleted.

FEDERAL COMMUNICATIONS,

COMIMISSION,
[sEALl T. J. SLOWIE,
Secretary.
[F. R. Doc. 49-3983; Filed, May 18, 1949;
8:48 a. m.]

[Docket No. 9161]
‘VALLEY BROADCASTING CORP.
ORDER DELETING ISSUES

In re application of Valley Broadcast-
ing Corporation, Holyoke, Massachusetts,
Docket No. 9161, File No. BP-6615; for
construction permit.

At a session of the Federal Communi-
cations Commission, held at its offices in
Washington, D. C., on the 5th day of May
1949;

The Commission having under consid-
eration a petition filed February 16, 1949
by Valley Broadcasting Corporation re~
questing reconsideration and grant with~
out hearing of its above-entitled applica~
tion for a permit to construct a new
standard broadcast station to operate on
the frequency 930 kilocycles, with 500
watts power, daytime only at Holyoke,
Massachusetts;

It appearing, that the above-~entitled
applicaiion was designated for hearing
October 27, 1948 in a consolidated pro-
ceeding with the applications of North
Jersey Broadcasting Company, Incor-
porated (File No. BP-4613; Docliet No.
8285) and of The Monocacy Broadcasting
Company (File No, BP-5128; Docket No.
8627) and that Central Connecticut
Broadcasting Compeny, licensee of Sto-
tion WHAY, New Britain, Connecticut
was made a party to the proceeding and
has entared an appearance therein; and

It further appearing, that, February
17, 1949 the application of North Jersey
Broadcasting Company, Incorporated as
amended and the application of The
Monocacy Broadcasting Company were
severed from this proceeding and granted
and that issue 7 in the Commission’s
order of Ocfober 27, 1948 is no longer
applicable to the proceeding; and

It further appearing, that, on the bagis
of information submitted with the in-
stant patition and in the above-entitled
application Valley Broadcasting Corpora-
tion is legally, technically, financially and
otherwise qualified to construct and op-
erate the proposed station and that the
type and character of program service
proposed to be rendered would meet the
requirements of- the populations and
areas proposed to be served, but that on
the basis of the aforementioned infor-
mation the Commission is unable to
determine the other issues in the pro-
ceeding;

It is ordered, That, the satd petition of
Valley Broadcasting Corporation {is
denied; and

It is further ordered, That, on the Com-
mission’s own motion, the order of Oc«
tober 27, 1948 designating the applica-
tion of Valley Broadcasting Corporation
for hearing is amended to show deletion
of issues 1, 3, and 7 therefrom and to
show the removal from this proceeding
of the spplications of North Jersey
Broadcesting Company, Incorporated as
amended and of The Monocacy Broad«
casting Company.

FEDERAL COMMUNICATIONS
CONMMISSION,
T. J. SLowir,
Secretary.,
[F R. Doc. 49-3984; Filed, May 18, 1040;
8:48 a. m.}

[seanl

[Docket No. 9316]
HermrraGE Broancasting Corp.

ORDER DLSIGNATING APPLICATION FOR
HEARING ON STATED ISSULS

In re application of Hermitage Broad-
casting Corporation, Nashville, Tennes«
see, Docket No. 9316, File No. BP-6483; .
for construction permit.

At a session of the Federal Communi-
cations Commission held at its offices In
Washington, D. C., on the 5th doy of
May 1949;

The Commission having under consid-
eration (1) & petition and supporting
engmeering affidavit, filed September 20,
1948, by The Middle Tennessee Broad-
casting Company, licensee of Station
WEKRM, Columbia, Tennessee, request=
ing that the Commission reconsider its
September 1, 1948, action granting the
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Hermitage Broadcasting Corporation ap-
plication (BP-6488) for authorization to
construct a new standard broadcast sta-
tion to operate on 1350 kc., with 1 kw
power, daytime only, at Nashville, Ten-
nessee; set the grant aside; designate the
application for hearing and make the
petitioner a2 party to the proceeding, and
(2) Opposition (styled Petition of Op-
position) to the said petition, filed Octo-
ber 6, 1248, by Hermitage Eroadcasting
Corporation (WNAH)

It appearing, that opposition to the
aforesaid WWERM petition was submitted
subseguent to the time within which such
oppositions may be filed under § 1.399 (d)
of the Commission’s rules. and regula-
tions, but that acceptance of the WNAH
opposition would be in the public in-
terest; and

It further appearing, that the engi-
neermng affidavit accompanymng the
aforesaid vetition of The Middle Tennes-
see Broadcasting Company indicates that
Station WNAH, operating in conform-
ance with its grant, would cause some
mterference within the normally pro-
tected contour of Station WRRM, and
that the petition meets all of the other
requrements of § 1.390 of the Commus-
sion’s rules and regulations;

1t 5 ordered, 'That, for the purpose of
accepting the late filed WNAH opposi-
tion, the requirements of §1.390 (d) of
the Commussion’s rules are waived.

It 18 further ordered, That the afore-
said Middle Tennessee Broadcasting
Company (WKRM, Columbia, Tennes-
see) petition 1s granted; that the Com-~
mission’s September 1, 1948 grant of the
above-entitled application of Hermitage
Broadcasting Cornoration to operate on
1350 ke., with 1 kw. power, daytime only
af Nashville, Tennessee 1s set aside; and
that the application 1s designated for
hearmg a2t 10:00 2. m. on June 10, 1949,
at Washington, D. C., upon the following
issue: To determine whether operation
of the station proposed for Nashville,
Tennessee by Hermitage Broadecasting
Corporation would cause interference
within the 0.5 mv/m contour of Station
WERM, Columbia, Tennessee, or involve
interference with any other existing or
proposed broadcast operations and, if
so, to determine the extent thereof, the
populations affected thereby and the na-
ture of other services available to such
areas and populations.

It 1s further ordered, That The Middle
Tennessee Broadcasting Company, li-
censee of Station WEKRM, Columbia,
Tennessee, 1s made a party to this pro-
ceeding:

FEpERAL CORIMUNICATIONS

COMIIISSION,
[searnl T. J. SLOWIE,
Secretary.
[F. R. Doc. 49-3985; Filed, May 18, 1949;
8:49 a. m.]

[Docket No. 9308]
GreaT NORTHERN Rapio, Inc. (WWEC)

ORDER DESIGNATING APPLICATION FOR
HEARING ON STATED ISSUES

In re aoplication of Great Northern
Radio, Inc. (WWSC) Glens Falls, Iew
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York, Docket MNo. 9308, File 270, EP-6402;
for construction permit,

At a session of the Federal Communi-
cations Commission, held at'its ofilces in
Washington, D. C., on the 5th day of
May 1949;

The Commission having under consid-
eration the above-entitled appHeation
requesting construction permit to change
frequency and power, inctall new trons-
mitter and directional antenna for nioght
use, and change transmitter location of
radio Station WWSC, Glens Falls, New
York;

It 15 ordered, That, pursuant to section
309 (a) of the Communications Act of
1934, as amended, the said application
of Great Northern Rodio, Inc,, Is dezig-
nated for hearine, at a time and place
to be designated by subsequent order of
the Commizsion, upon the following is-
sues:

1. To determine the areas and popu-
lations which may be expected to gain
or lose primary service from the opzra-
tion of station WYIVSC as propozed and
the character of other broadcast service
available to those areas and populations.

2. To determine whether the operation
of station YWWSC as proposed would in-
volve objectionable interference with
station YWONS, Hartford, Connecticut,
or with any other existing broadeast sta-
tions, with particuler reference as to
whether the protection angle of the pro-
posed operation is suificient to ade-
quately protect the nighttime service
area of station WONS, and, if there s
objectionable interference, the nature
and extent thereof, the areas and popu-
Iations affected thereby, and the avail-
ability of other broadecast service to such
areas and populations.

3. To determine whether the opera-
tion of station Y7ONS as proposed would
involve objectionable interference with
the services proposed in any other pend-
ing applications for broadcast facilities
and, if so, the nature and extent thereof,
the areas and populations affected
thereby, and the availabillty of other
broadcast service to such areas and pop-
ulations.

4. To determine whether the installa-
tion and operation of statlon WONS as
proposed would be in compliance with
the Commission’s rules and Standards of
Good Engineering Practice Concerning
Standard Broadcast Stations,

FEDERAL COITSUITICATION.
Corrussion,
T, J. Srovwne,
Secretary.

[F. R. Dce. 49-3986; Fliled, May 18, 1849;
8:49 0. m.]

[sEAL]

[Docket Nos. 8459, 9059, §312)
SuRETY Broascasrmic Co. ET AL

ORDER DESIGNATING APPLICATION ¥FOR COIi-
SOLIDATED HEARIIG O STATED ISSULS

In re applications of Surety Broadeost-
ing Company, Charlotte, North Carolina,
File No. BP-6088, Docket No. 8453; Tar
Heel Broadcasting System, Inc., Wash-
ington, N. C., File No. BP-6750, Doclieb
No. 9059; WSAZ, Inc. (WSAZ), Huntin~-
ton, West Virginia, File No. BP-T7186,

o
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Dacket IMo.
permits.

At a sezcion of the Fedzral Communi-
cations Commission, held .ot its oSices
in Wachinston, D. C., on the 5th day of
Moy 1949;

‘The Commiszion having undsr coasid-
eration the above-entitled spplication of
TWSAZ, Inc., for o constructisn nermit to
chanse focilities of Sintion WWSAZ, Hunt-
Ington, West Virginia, from 830 ke, 1
k., 5 kv -LS, DA-IY, U, to 830 Ec., 5 k.,
DA-N, U; a pztition filed February 9,
1943 by WSAZ, Inc., requesting that the
above application bz designated for
hearing in consolidation with the a2bhave-
entitled applications of Surety Brozd-
casting Company, Caarlotie, Worth Caro-
lina, and Tar Heel Broadeasting System,
Inc. (WWRRF) Washington, North Caro-
lina; oppositions to the said petition filed
on February 13 and February 21, 1949,
by Tar Hezl Broadeasting System, Inc.,
and Surety Broadcastinzy Company, re-
spectively: a reply to s2id oppositions
fliled March 2, 1949, and answers to the
reply filed March 9, 1949

It appzaring, that on Szptembsr §,
1843, the Commission desicnated for con-
solidated hearing the above-entitled ap~
pleations of Surety Broadeasting Com-
pany, Charlotte, North Caroling, for a
construction pzrmit for a new standard
broadeast station to opzrate on 930 ke.,
1 kw., 5 kw-L3, DA-N, U, at Charlotte,
North Carolina, and Tar Heel Broadcast-
ing System, Ine., for a construction per-
mit to change facilities of Station WRRF
YWashington, North Carolinz, from 930
ke., 5 kw., D, to 930 ke., 1 kv, 5 kw.-LS,
DA-17, T.

It further appearing, that the said p2-
tition, oppositions and other pleadings
filed by the parties herein, are directed
to the question of whether a jomnt wawer
of hearinz filed Septembar 10, 1943 by
Surety Broadeasting Company and Tar
Heel Broadcasting System, Ine., would,
in the event of its acceptance by the
Commission, preclude comparative con-
sideration of the application of WSAZ,
Inc.,, and the applications of Surety
Broadeasting Compapy and Tar Heel
Eroadcasting System, Inc., that on April
6, 1849, the Commission adopted a Mem-
orandum Opinion and Order refusing the
sald joint waiver of hearing for the rea-
son that the proceading on the applica-
tions of Surety Brozdcasting Company
and Tar Heel Broadeasting System, Inc.,
was not an appropriate one for determi-
nation without the presentction of orsl
testimony* and that, accordingly, the
question raised by the said pztition and
other pleadings is moat;

It 15 ordered, That the said petition of
WSAZ, Inc., requesting that ifs above-
entitled application bs desisnated for
hearing in consolidation with the above-
entitled applications of Surefy Broad-
casting Company and Tar Heel Broad-
casting System, Inc., Is granted;

It is further ordered, That, pursuant
to section 369 (2) of the Communications
Act of 1634, 25 amended, the said appli-
cation of WSAZ, Ine., 15 designated for
heoring in a consolidated procesding
with the said applications of Surely
Broadeasting Company, Chaarlotte, 3orth
Caroling, and Tar Hezel Broadeasting
System, Inc., Wasuinzlion, North Caro-

6312; for eonstruction



2650

lina, commencing at 10:00 a. m. on the
25th day of May, 1949, at Washington,
D. C., upon the following issues:

1, To determine the technical, finan-
cial and other qualifications of WSAZ,
Inc., its officers, directors and stockhold-
ers to construct and operate the proposed
station.

2. To determine the areas and popula-
tions which may be expected to gain or
Jose primary service from the operation
of Station WSAZ as proposed and the
character of other broadcast service
available to those areas and populations.

3. To determine the type and charac-
ter of program service proposed to be
rendered and whether it would meet the
requirements of the populations and
areas proposed to be served.

4, To determine whether the proposed
operation of Station WSAZ would 1mnvolve
objectionable interference with any ex-
isting broadcast station and, if so, the
nature and extent thereof, the areas
and populations affected thereby, and
the availability of other broadcast serv-
ice to such areas and populations.

5. To determine whether the proposed
operation of Station WSAZ would in-
volve objectionable interference with
the services proposed in the other ap-
plications in this consolidated proceed-
ing or with the services proposed in any
other pending application for broadcast
facilities and, if so, the nature and“ex-
tent thereof, the areas and populations
affected thereby, and the availability of
other broadcast service to such areas
and populations.

6. 'To determine whether the proposed
installation and operation of Station
WSAZ would be in compliance with the
Commission’s rules and Standards of
Good Engineering Practice Concerming
Standard Broadcast Stations, with par-
ticular reference to section 4 of the
Standards relating to locations of trans-
mitters of standard broadcast stations.

7. To determine on a comparative ba~-
sis whuch, if any, of the applications in
this consolidated proceeding should be
granted.

It is further ordered, That the Com-
mission’s order of September 8, 1948,
designating for consolidated hearing the
above-entitled applications of Surety
Broadcasting Company and Tar Heel
Broadcasting System, Inc. 15 amended
to include the said applicafion of WSAZ,
Inc., and to substitute for Issue 9 thereof
the above Issue No. 7.

FepERAL COMMUNICATIONS

COLINMISSION,
[sear] T, J. SLOWIE,
Secretary,
[, R. Doc, 49-3987; Flled, May 18, 1949;
8:49a.m.]

{Docket Nos. 9313, 9314]
'49ER BROADCASTING Co. ET AL

ORDER DESIGNATING APPLICATION FOR CON-
SOLIDATED HEARING ON STATED ISSUES

In re applications of '49er Broadcasting
Company, (assignor) File No. Bal-834,
Docket No. 9313; and Joe D. Carroll,
(assignee) and H. Neil Black, (compet-

NOTICES

ing assignee) File No. Bal-834 (Supple-
ment) Docket No. 9314; for consent to
assignment of license of Station KGFN,
Grass Valley, Califorma:

At g session of the Federal Communi-
cations Commuission, held at its offices in
‘Washmgton, D. C.,, on the 5th day o
May 1949; ’

The Commussion having under consid-
eration the above-entitled application of
49er Broadcasting Company and Joe D.
Carroll requesting assignment of license
of Station KGFN, Grass Valley, Cali-
fornia, and the competing application of
H. Neil Black, filed pursuant to §1.321
of the Commssion’s rules and regula-
tions;

Whereas, that Commission is unable
to determune upon consideration of said
applications on their merits that Joe D.
Carroll is better qualified and that an
assignment to that applicant would
otherwise be in the public interest;

It 15 ordered, ‘That, pursuant to section
310 (b) of the Communications Act of
1934, as amended, and §1.321 of the
Commussion’s rules and regulations, the
above applications sre designated for
hearing in a consolidated proceeding at
o time and place to be designated by
subsequent order of the Commission, on
the following issues:

1. To determine whether the proposed
assignees are legally, technically, finan-
cially and otherwise qualified to own,
operate and control Station KGFN.

2. To determune the full contractual
arrangements between the assignor and
proposed assignee, Joe D. Carroll, includ-~
ing the consideration to be paid, the
manner of payment and the properties
to be received therefor..

3. To secure full information as to the
plans and policies of the proposed as-
signees with respect to stafiing and pro-
grammung at Station, KGFN and all of
their other plans of arrangements for
operating said station.

4, To determne on a comparative ba-
sis whach, if either, of the applications
filed by the proposed assignees in this
proceeding should be granted.

FEDERAL COMMUNICATIONS

COMMISSION,
[SEAL] 'T. J. SLOWIE,
Secretary,
[F. R. Doc. 49-3988; Filed, May 18, 1949;
8:49 a. m.]

FEDERAL POWER COMMISSION
{Docket No. E-6210]

MONTANA-DAKOTA TUTILITIES CO. AND
DaxoTAs ELECTRIC COOPERATIVE, INC,

NOTICE OF ORDER AUTHORIZING SALE AND
MERGER OF FACILITIES AND ASSUMPIION
OF LIABILITY ON PRQLISSORY NOTES

Mavy 16, 1949,

Notice is hereby given that, on May
12, 1949, the Federal Power Commission
issued its order entered May 11, 1949,
authorizing merger of facilities of
Dakotas Electric Cooperative, Inc., with
those of Montana-Dakota Utilities Co.,
the issuance of securities by Montana-
Dakota Utilities Co., and the sale of

those facilities by Dakotas Electric Co-
operative, Inc,

[seaLl LeoN M. Fuquay,
Secretary.
[F. R. Doc. 49-3071; Filed, May 18, 1040;

8:47 a. m,]

[Docket No. G883}
L]
CoNSOLIDATED GiAs UTiLiTies CoRp.
NOTICE OF ORDER DISMISSING APPLICATION

May 16, 1949,

Notice is hereby given that, on May 11,
1949, the Federal Power Commission
issued its order entered May 11, 1949,
dismissing the remaining portion of ap-
plication for certificate of public con-
venience and necessity in the above-des-
ignated matter,

[SEAL] LeoN M. Fuquay,
Secretary.
[F R. Doc. 49-8972; Filed, May 18, 1049;

8:48 8, m.]

[Docket No. G-1006]
TEXAS EASTERN TRANSMISSION CORP.
NOTICE OF ORDER TERMINATING PROCEEDINGS

May 16, 1949,

Notice is hereby given that, on May 11,
1949, th= Federal Power Commission 1s-
sued its order entered May 11, 1949, in
the above-designated matter, terminat«
ing proceedings instituted by order of
August 3, 1948, which suspended certain
rate schedules and set hearing without
date.

[SEAL] Leon M. FuQuay,
Secretary.
[F. R. Doc. 49-3973; Filed, May 18, 1919;

8:48a.m.]

[Docket Nos. IT-6087, IT-6088, IT-6089,
IT-6000]

BoNNEVILLE ProJecT, CoLUMBIA RIVER,
WASHINGTON-OREGON

NOTICE OF ORDER CONFIRMING AND APPROV~
ING TEMPORARY RATE SCHEDULES

May 16, 1949,

Notice is hereby given that, on May
12, 1949, the Federal Power Commission
1ssued its order entered May 11, 1949, in
the above-designated matters, confirm-
ing and approving temporary rate sched-
ules for a period not extending beyond
September 30, 1949.

[sEAL] Lron M. Fuquay,
. Secretary,
[F. R. Doc. 49-3074; Filed, May 18, 1010;
8:48 a. m.]

[Project No. 432]
CarorLina Power & Licur Co.
NOTICE CF ORDER APPROVING REVISED EXHIDIT

May 16, 1949,

Notice is hereby given that, on May 13,
1949, the Federal Power Commission is-
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sued its crder entered May 11, 1949, ap-
proving revised Exhibit M in the above-
designated matter.

[sEaL] Leon M. FuQuay,
Secretary.
[F. R. Doc. 49-3975; Filed, May 18, 1949;

8:48 a.1m.]

[Docket No. E-6215]
NerTEWESTERN PusLic SERVICE Co,
NOTICE OF APPLICATION

May 13, 1949,

Notice 1s hereby given that on May 13,
1949, an application was filed with the
Federal Power Commission, pursuant to
section 204 of the Federal Power Act, by
Northwestern Public Service Company, a
corporation organmized under the laws of
the State of Delaware and doing business
in the States of South Dakota and Ne-
braska, with its principal business office
at Huron, South Dakota, seeking an or-
der authorizing the is$uance of $700,000
principal amount of First Mortgage
Bonds, 3% % Series due 1978, to be 1s-
sued under the Indenture of Applicant,
dated August 1, 1949, as amended and
supplemented, to The Chase National
Bank of the City of New York and Carl
E. Buckley, as Trustees. The Bonds will
be a new series of bonds 1ssued under said
Trust Indenture and will be dated June 1,
1949, and mature June 1, 1978. The
Bonds will be sold to institutional inves-
tors; all as more fully appears 1n the ap-
plication on file with the Commuission.

Any person desiring to be heard or to
make any protest with reference to samxd
application should, on or before the 3d
day of June, 1949, file with the Federal
Power Commussion, Washington 25, D. C.,
a petition or protest 1 accordance with
the Commaission’s rules of practice and
procedure.

[sEaL] Lron ¥FoqQuay,
Secrelary.
[F. R. Doc. 49-3977; Filed, May 18, 1949;
8:48 a. m.]

[Project No. 485]
GEore1A Power Co.

NOTICE OF SUPPLEMENT TO APPLICATION FOR
AMENDMENT OF LICENSE (RIAJOR)

Mavy 13, 1949.

Notice 1s hereby given that Georgia
Power Company, of Atlanta, Georgia, has
filed 2 further supplement to its pending
application for amendment of license for
Project No. 485 (Bartletts Ferry) on
Chattahoochee River in Chambers and
Lee Counties, Alabama, and Harris
County, Georgia. The supplement seeks
permussion to install a larger water-
wheel than contemplated 1n the licensee’s
Dbending application for amendment of
license covering installation of a fourth
generating unit. The effect of the sup-
plement will be to 1ncrease the installed
capacity of the project from 88,000 fo
94,500 horsepower.

Any protest against approval of this
supplementary application or request for

FEDERAL REGISTER

hearing thereon, with the reasons for
such protest or request, and the name
and address of the party or parties so
protesting or requesting, should be sub-
mitted on or before June 20, 1949, to thae
Federal Power Commission, Washing-
ton 25, D. C.

[sEAvrl Lron M. Fuquay,
Secretary.
[F. R. D3c. 49-8376; Filcd, May 18, 10:9;
8:48 a. m.)

[Project Nos. 175, 1923, 1983]

FresNo IrrrcATION DISTRICT AtD PAcCIrIC
Gas am Erecrnic Co.

ORDER GRANTIING IIOTIOIIS ¥OR ORAL
ARGUZIENT

Mav 12, 1949,

In the matters of Fresno Irrigation
District, Project No. 1925; and Pacific
Gas and Electric Company, Projects Nos.
175 and 1988.

Pursuant to the provisions of §1.31 of
the Commission’s general rules and
regulations, Fresno Irrlgation District
and Pacific Gas and Electric Company,
applicants in the above-entitled matters,
filed on April 18, 1949, their respective
exceptions to the declsion of the Presld-
ing Examiner in those matters and on
the same date each applicant filled a mo-
tion requesting an opportunity to present
oral argument before the Commission in
support of its exceptions.

The Commission finds: It Is appro-
priate under the circumstances to grant
applicants’ motions.

The Commission orders: Oral arfu-
ment in the above-entitled matters be
had before the Commission on July 21,
1949, at 10 o'clock a. m. (e. d. s. t.) in
the Hearing Room of the Commission,
1800 Pennsylvania Avenue NW., Wash-
ington, D. C., the scope and content of
the argument to be as provided by the
aforesaid §1.31.

Date of Issuance: May 13, 1949.
By the Commission.

[sEar] Lrow M. FoQuay,
Secretary.

{F. R. Doc. 49-3978; Filed, May 18, 1049;
8:48 a. m.)

SECURITIES AND EXCHANGE
COMMISSION

{File No. 70-2127})
KEentocey West Vinemiaa Gas Co,
NOTICE OF FILING

At a regular session of the Securities
and Exchange Commission held at its
office in the city of Washington, D. C,,
on the 12th day of May 1949,

Notice is hereby given that a declara-
tion has been filed with the Commission
pursuant to the Public Utility Holding
Company Act of 1935 hy Kentucky West
Virginia Gas Company, a subsidiary of
Philadelphia Company, 2 registered
holding company. Declarant deslenates
sections 6 (a) and 7 of the act as ap-
plicable to the proposed transactions.
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Notice i5 further given that any inter-
ested perzon may, not later than May 26,
1949, at 5:30 p. .., e. 4. s. t., request the
Commicssion in writing that a hearing be
held on such matter stating the nature
of his interest, the reasons for such re-
quest, and the Issues, If any, of fact or
Iaw ralced by sald declaration proposed
to be controverted, or may request that
he be notified if the Commizsion should
order a hearing thereon. Any such re-
quest should bz addressad: Sacretary,
Securities and Exchange Commission,
425 Second Street NW., Washington 25,
D, C. At any time thereafter such dec~
Jaration as filed, or as amended, may bz
permitted to become effective as provided
in Rule U-23 of the rules and regula-
tions promulgated pursuant to said act,
or the Commission may exempt such
transactions as provided in Rules U-20
(a) and U-100 thereof.

All Interested persons are referred to
sald declaration which is on file 1n the
office of this Commission for 2 statement
of the transactions therein proposed
which are summarizad below:

Dzclarant proposes to issue two prom-
Issory notes in the principal amounts of
$1,800,000 and $1,200,000, respectively,
each of said notes to be dated on or abouk
May 10, 1949, to mature 12 months from
date of Issuance and to bear interest at
the rate of 2349 per annum. The notes
will be izsued to the Farmers Deposit
National Bank of Pittsbhurgh and Mellon
National Bank and Trust Company 1n
payment of declarant’s two outstanding.
13555 promissory notes, dated May 10,
1943, maturing May 10, 1949, which are
held by the said banks in the principal
amounts of $1,800,000 and $1,200,000,
respectively.

Declarant states that the proposed
transaction is necessary to provide ad-
ditional time to complete details of a
program for the divestiture of stock 1n-
terests in the declarant held by its affili-
ates, Loulsville Gas and Electric Com-
pany and Pittsburgh and West Virginia
Gas Company, and for the reorganiza-
tion of the gas and ofl proparties of the
Philadelphia Company system located in
ﬂllgi States of Eentucky and West Vir-
ginia.

Dazclarant states that no State Com-
misslon has jurisdiction over the pro-
posed transaction and requests that the
Commission’s order herein issue at the
earliest possible date.

By the Commission.

[szard OrvaL L. DuBoIs,
Secretary.
[F. R. Doc. 43-3357; Filed, May 18, 1943;
8:472.m.]

[File No. 70-2133]
Nazionan Foor Gas Co. ET AL,
1iOTICE O FILING

At a reqular sesston of the Szcurities
and Exchenge Commission, held at its
ofiice in the city of Washington, D. C., on
the 12th day of IMay 1949.

In the matter of National Fuel Gas
Company, United Natural Gas Company,
gg%uols Gas Corporation, File No. 70—
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Notice is hereby given that a joint ap-
plication-declaration has been filed with
this Commission pursuant to the Public
Utility Holding Company Act of 1935 by
National Fuel Gas Company (“Na-
tional”) o registered holding company,
and its gas utility subsidiaries, United
Natural Gas Company (“United”) and
Iroquois Gas Corporation (“Ircquois™)
Applicants-declarants designate sections
6,7, 9 (a), 10, 12 (b) and 12 (f) of the
act and Rule U-45 of the general rules
and regulations promulgated thereunder
as applicable to the proposed transac-
tions.

Notice is further given that any in-
terested person may, not later than May
27, 1949, at 5:30 p. m,, e. d. s. t., request
the Commussion in writing that a hear-
ing be held on such matter, stating the
reasons for such request, the nature of
his interest, and the issues of fact or
law raised by sald application-declara-
tion, as filed or as subsequently amended,
which he desires to controvert, or may
request that he be notified if the Com-
mission should order 2 hearing thereon.
Any such request should be addressed:
Secretary, Securities and Exchange
Commussion, 425 Second Street NW.,
Washington 25, D. C. At any time after
May 27, 1949, said application-declara-
tion, as filed or as amended, may be
granted and permitted to become effec-
tive as provided in Rule U-23 of the
rules and regulations promulgated under
the act, or the Commission may exempt
cuch transactions as provided in Rules
U-20 (a) and U-100 thereof,

All interested persons are referred to
sald joint application-declaration which
is on file in the offices of this Commis-
sion for a statement of the transactions
therein proposed which are summarized
as follows:

(a) National has entered into a credit
apgreement with the Chase National Bank
of the City of New York contemplating
the issuance and sale to the bank, from
time to time prior to December 31, 1950,
of promissory notes in an aggregate
amount not to exceed $10,000,0600 at any
one time. National proposes-to issue and
sell $5,000,000 of such notes prior to May
31, 1950; and the issuance and sale of the
balance of such notes will be the subject
of further applications to be filed with
this Commission. All notes will mature
within nine months of the date thereof
but not later than July 1, 1951, and bear
interest at the rate of 2% per annum un-
til December 31, 1949 and after that date
at 2V4% per annum, or ¥ of 1% above
the loan rate of the Federal Reserve
Bank of New York, whichever is greater-
Provided, however That such interest
rate shall not exceed 234 % per annum,
National will pay a commitment fee of 35
of 1% on the average daily unused bal-
ance {or the period commencing January
1, 1250 to December 31, 1950. National
may cancel the credit agreement at any
time upon 30 days’ notice. National will
use $4,353,600 of the proceeds of the
notes for the stock purchases from, and
advances to, Iroquois and United as set
forth in paragraphs (b) and (c) below,
and the balance of the proceeds will be
used for advances to, or purchases of se-
curities of, these companies respecting

NOTICES

which further applications will be filed
with thas Commission.

(b) Iroquois proposes to issue and sell
to National 24,786 shares of its common
capital stock at the par value of $100 per
share. United proposes to issue and sell
to National 75,000 shares of its common
capital stock at the stated value of $25
per share. Both Iroquois and United
will use the proceeds from the sale of
their common stock in connection with
thewr respective construction and gas
storage programs. The issuance and sale
of common stock by Iroquois and United
have been submitted to the Public Serv-
1ce Comnussion of the State of New York
and the Pennsylvama Public TUtility
Commussion, respectively, for their ap-
proval.

(¢) Pending state commission ap-
proval of the issuance and sale of their
common stock, if Iroquois or United re-
quire funds to carry forward their con-
struction and gas storage programs,

‘National will loan on open account at

2% 1nterest until December 31, 1949 and
thereafter at the rate equivalent to the
interest rate payable by National to the
bank on its notes, such sums as each
company shall so require: Pronided, That
the aggregate amount loaned to each
company at any time does not exceed
the total purchase price of the shares
of common stock proposed to be issued
and sold by each of these companies.

National states that it will subse-
quently refund the bank loans by the
1ssuance and sale of common stock and/
or long-term debentures.

By the Commission.

[sEAL] Orvalr L. DuBois,
Secretary.
[F. R. Doc. 49-3968; Filed, May 18, 1949;

8:47 a. m.]

[File No. 70-2140]

Nassav & SvrrorLg Licaring Co.
NOTICE OF FILING

At a regular session of the Securities
and Exchange Commission, held aft its
office 1 the city of Washington, D. C,,
on the 12th day of May 1949.

Notice is hereby given that a decla-
ration has been filed with this Commis-
s1on pursuant to the Public Utility Hold-
ing Company Act of 1935 by Nassau &
Suffolk Iighting Company, an indirect
subsidiary of Long Island Lighting Com-
pany, & registered holding company.
Declarant has designated sections 6 (a)
and 7 of the act as applicable to the pro-
posed transactions.

Notice is further given that any inter-
ested person may, not later than May 26,
1949, at 5:30 p. m.,, e. d. s. t., request the

Commission in writing that a hearing be .

held on such matter, stating the reasons
for such request, the nature of his in-
terest and the issues of fact or law raised
by said declaration which he desires to
coftrovert, or may request that he be
notified if the Commission should order
g hearing thereon. Any such request
should be addressed: Secretary, Securi-
ties and Exchange Commission, 425 Sec-~
ond Street NW.,, Washington 25, D. C,

At any time after May 26, 1949, said dec~
laraticn, as filed or as amended, may be
permitted to become effective as provided
1n Rule U-23 of the rules and regulations
promulgated under the act, or the Com-
mission may exempt such transaction ag
provided in Rules U-20 (a) and U«109
thereof.

All Interested persons are referred to
sald declaration which is on file in tho
offices of this Commission for a state-
ment of the transaction therein pro-
posed, which is summarized as follows:

Declarant proposes to issue and sell
for cash at principal amount to four
commercial banks an aggregate of $3,«
800,000 principal amount of unsecured
notes which will bear interest at the rate
of 215% per annum and will mature on
May 31, 1950. The proceeds of the sale
of the notes are to be used (1) to redeem,
at principal amount plus accrued infer«
est, th2 company’s presently outstanding
first mortgage bonds due October 1, 1949,
in the principal amount of $2,820,000,
(2) to repay all of the comipany’s pres-
ently outstanding bank loans due June
30, 1849, in the face amount of $700,000,
and (3) to the extent of the balance of
$280,000, for additions to the company's
plant and property.

The declaration states that the com.
pany has pending before this Commis-
sion an application pursuant to section
11 (e) of the act (File No. 54-136) for
approval of a plan for its consolidation
with -its parent companies, Long Island
Lighting Company and Queens Borough
Gas and Electric Company. The record
in that proceeding is closed, briefs have
been filed and the case has been argued
before the Commission. The company
considers it undesirable, because of the
relatively large cost that would be in-
volved, to refund its bonds which mature
October 1, 1949, with proceeds of new
bonds issued under & new mortgage, in
the light of the short period such new
bonds might be outstanding if the com-
pany should be consolidated with Long
Island Lighting Company and Queens
Borough Gas and Electric Company at
an early date.

Declarant states that the transaction
is not subject to the jurisdiction of any
regulatory body other than this Com-
mssion.

By the Commission.

[SEAL] Orvan L. DuBois,
Secretary.
[F. R. Doc. 49-3969; Flled, May 18, 1049;

8:47 a. m.]

|File Nos, 54-48, 54-138, 59-70]
EASTERN MINESOTA POWER CoMP LT AL
ORDER APPROVING PLAN

At a regular session of the Securities
and Exchange Commission held at {ts of-
fice in the city of Washington, D. C. on
the 13th day of May A. D. 1949,

In the matter of Eastern Minnesotn
Power Corporation, Wisconsin Hydro
Electric Company, and Manufacturers
Trust Company, (respondents), File No.
59-70; Eastern Minnesota Power Cor
poration, and Wisconsin Hydro Electric
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Cﬁpany, (applicants) File Nos. 54-138,
54-48.

Eastern Minnesota Power Corporation
(“Eastern Minnesota”) & registered
holding company, and its public utility
subsidiary, Wisconsin Hydro Electric
Company (“Wisconsin Hydro”) having
filed applications with this Commssion
pursuant fo section 11 (e) of the Public
Utility Holding Company Act of 1935
(“act”) for approval of the final {rans-
actions 1n a plan for the ligmdation and
dissolution of Eastern Minnesota in com-
pliance with the requirements of section
11 (b) of the act; and

Said applications having proposed,
among other things, the payment by
Eastern Minnesots and Wisconsin Hydro
of claims; fees and expenses incurred by
such companies 1n connection with said
plan, the distribution by Eastern Min-
nesota of its remsiming assets on a pro
rata basis to the holders of its preferred
stock and the dissolution of Eastern Min-
nesota; and

Eastern Minnesota having requested
that the order approving the final trans-
gcotions 1n said plan contain recitals to
conform to certain requrements of the
Internal Revenue Code, as amended; and

The Commission, on May 26, 1947, and
November 4, 1947, having issued separate
orders approving preceding phases of
said plan (see Holding Company Act
Releases Nos. 7441 and 7822) , and

Public hearings having been held in
respect of said applications after appro-
priate notice, the Commission having
considered the record and having made
and filed its findings and opmion herein;

It s ordered, Pursuant to section 11
(e) of the act, that said plan, as
amended by said spplications heremn,
be, and hereby is, approved as necessary
to effectuate the provisions of section
11 (b) of the act and as fair and equi-
table to the persons affected thereby.

It is jurther ordered, That Eastern
Minnesota Power Corporation and Wis-
consin Hydro ZElectric Company pay
the fees and expenses as itemized in the
findings and opinion of the Commission
accompanymng this order.

It is further ordered, That the juris-
diction of the Commussion be reserved
with respect to the payment by Eastern
Minnesota Power Corporation of any ad-
ditional fees and expenses incurred by
it in substantial amounts in connection
with the consummation of sald plam.

It 1s further ordered and recited, That
the distribution, transfer and assign-
ment by Eastern Minnesots, Power Cor-
poration of shares of the Common Stock
of Wisconsin Hydro Electric Company
to the holders of the $6 Preferred Stock
of Eastern Minnesota Power Corporation
is necessary or appropriate to effectuate
the prowisions of section 11 (b) of the
Public Utilitity Holding Company Act
of 1935.

By the Commission.

[sEaL] Orvar L. DUBoIS,
Secretary.
[F. R. Doc. 49-3970; Filed, May 18, 1949;

8:47 am.]
No. $6——5
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[Vesting Order CE 463]

Costs AND ExPENSES Incurnep i CERTARY
ActIions orR PRroCEEDRGS Ii7 CERTALY
Mi1ssoURI, CONNECTICUT AND NEW YORK
COURTS

Under the authority of the Trading
With the Enemy Act, as amended, Ex-
ecutive Order 9193, as amended, and
Executive Order 9788, and pursuant to
law, after investigation, it having been
found:

1. That each of the persons named in
Column 1 of Exhibit A, attached hereto
and by reference made & part hereof,
was a person within the designated
enemy country or the enemy-occupied
territory identified in Column 2 of sald
Exhibit A opposite such person’s name;

2. That, it was in the interest of the
United States to take measures in con-
nection with representing each of said
persons in the court or administrative
action or proceeding identified in Column
3 of said Exhibit A opposite such person’s
name, and such measures having been
taken;

3. That, In taking such measures in
each of such actions or proceedings, costs
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and expznses were Incurred in the
amount stated in Column & of s2id Ex-~
hiblt A opposite the action or proceeding
identified in Column 3 of s2id Exhibit A,

4. That each amount stated in Column
4 of said Exhibit A has been paid from
the proparty which each of said persons
obtained or was determined to have as
a result of the action or proceeding
identified In Column 3 of said Ex=hibit A
opposite such person’s name and all of
sald amounts are presently in the pos-
sezslon of the Aftorney General of the
United States,

Now, therefore, there Is hereby vested
in the Attorney General of the United
States, to be uszd or otherwise dealt with
in the interest of and for the benefif of
the United States, the amount stated in
Column 4 of said Exhibit A.

The term “desitnated enemy country”™
25 used herein shall have the meaning
preseribzd in section 10 of Executive
Order 9193, as amended. The term
“enemy-occupled terrlfory” as used
herein shall have the meaning prescribed
in rules of procedure, Office of Alien
Property, §501.6 (8 CFR, Cum. Supp.,
503.6).

Executed at Washington, D. C,0n
May 12, 1849.

For the Attorney General.

[searl Davip L. BAzELOX,
Assistant Attorney General,
Director, Office of Alien Property.

Exomiz A
Column 1 Column 2 Column3 Column 4
Nomo Cf}g}@;.:‘ Actlsacsprecccding Samvested
Izt
K o eveeeee| Ectato ¢f Otto G. Enopp, docczczd, in §75.08
Hedwlg Kuopp Qcrmany. Pro® 2te Court o!J:c.'zégn'Cmnm Stata
o Micyark
Iles 8
Arlene Knopp do. Sama, 75.00
23 8
el Vi ko e oeesneseeea] Truct ooz tho will of Arz2ly Valls, da- 129.00
Mg’gq&mam%. Bcgdnguapgg. EELdIg Ttaly. eranc ), in Pro®ato Court, DLt of
Borrl, Walter Blacottl, Elcensma Hastf:zd, 8ot of Connortizut.
Blasett], Glannina Bixsctth,
ez §
g o LI 2135 0 e eeaceead Ectate of Richard J. 8cholz, doccaced 62.00
Clamentine Leposava Yovansvie, Jugaia s Bt Broos 8 83;. ek
¢INew Yok, FulaNe.8) P-104.

{F. R. Doo. 49-3942; Filed, May 17, 1843; 8:51 2. m.]

[ Vesting Order 13210]
Ipa HoORmANN

In re: Estate of Ida Hormann, de-
ceased. File No. D-28-8680; E. T. seo.,
16081.

Under the authority of the Trading
With the Enemy Act, as amended, Exec~
utive Order 9193, as amended, and Ex-
ecutive Order 9788, and pursuant to law,
after investigation, it is hereby found:

1, That Kate Gruttemann sand Ely
Grutteman, whose last Imown address
is Germany, are residents of Germany
and nationals of a designated ecnemy
country (Germany)}

2. That all richt, title, interest and
claim of any kind or character whatso-
ever of the persons identified in subpara-
graph 1 hereof, and each of them, m
and to the estate of Ida Hormann, de-
ceased, Is proparty payable or deliverable
to, or claimed by, the aforesaid nationals
of o deslgnated enemy couniry (Ger-
many),

3. That such property Isin the process
of administration by Anna Mana Metz-
ner, 15 Carteret Street, Upper Monfclarr,
New Jersey, as Executrix, actinz under
the judicinl supervision of the Surro-
%;zate's Court, New York County, New

oriz;
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and it is hereby determined:

4, That to the extent that the persons
named in subparagraph 1 hereof are not
within a designated enemy country, the
national interest of the United States re-~
quires that such persons be treated as
nationals of a designated enemy country
(Germany)

Allsdeterminations and all action re-
quired by law, including appropriate
consultation and certification, having
been made and taken, and, it being
deemed necessary in the national
interest,

There is hereby vested in the Attorney
General of the United States the property
described above, to be held, used, ad-
ministered, liquidated, sold or otherwise
dealt with in the interest of and for the
benefit of the United States.

The terms “national” and “designated
enemy country” as used herein shall have
the meanings prescribed in section 10 of
Executive Order 9193, as amended.

Executed at Washington, D. C.,, on
May 3, 1949.

For the Attorney General.

[sEAL] Davip L. BAZELON,
Assistant Atiorney General,
Director, Office of Alien Property.

[F. R. Doc. 40-3981; Filed, May 18, 1945;
8:48a.m.]

JOZ0o SUGIHARA

AMENDED NOTICE OF INTENTION TO RETIURN
VESTED PROPERTY

Pursuant to section 32 (f) of the Trad-
ing With the Enemy Act, as amended,
notice is hereby given of intention to
return, on or after 30 days from the date

_of the publication hereof, the following
property, subject to any increase or de-
crease resulting from the adminmstration
thereof prior to return, and after ade-
quate provision for taxes and conserva-
tory expenses:

Claimant, Clatm No., Property, and Location

Jozo Suglhara, 4716; 285 shares of Pacific
Trading Company (California) $20.00 par
value capital stock registered in the name of
the Alifen Property Custodian, Washington,
D. C., presently in the custody of the safe-
keeping department of the Federal Reserve
Bank of New York,

This amended notice supersedes the
notice of April 15, 1949, referring to the
same claim (14 F. R. 2040, April 23, 1949)

Executed at Washington, D. C., on
May 11, 1949,

For the Attorney General.

[searl Harorp I, BAYNTON,
Deputy Director
Office of Alien Property.
[F. R. Doc. 49-3943; Filed, May 17, 1048}
8:51a.m.]

ol
Ricaarp C. NICKELSEN, JR.
NOTICE OF INTENTION YO RETURN VESTED

Pursuant to section 32 (f) of the Trad-
ing with the Enemy Act, as amended,

NOTICES

notice is hereby given of intention to re-
turn, on or after 30 days from the date of
the publication hereof, the following
property, subject to any increase or de-
crease resulting from the administration
thereof prior to return, and after ade-
quate provision for taxes and conserve-
tory expenses:

Claimant, Claim No., Property, and Location
- Location

Richard C. Nichelsen, Jr., Brooklyn, N. Y.,
Cleim No. 5892; A. Cash in the Treasury of
the United States $22,213.26.

B. The following securities and insurance
policies located in the Office of Allen Prop-
erty, 120 Broadway, New York; (1) Certificate
No. 1131 for 10 shares, Certificate No. 1172 for
2 shares and Certificate No, 1306 for 50/100
share of $33%4 par value common capital stock
of Flatbush National Bank of Brooklyn, New
York; (2) Certificate No. 2080 for 25 shares
of 810 par value capital stock of Bulletr Proof
and Non-shatterable Glass Corporation; (3)
Certificate No. 0194304 for 15 shares of no par
value capital stock of Durant Motors, Inc.,
(4) United States Government Life Insur-
ance Policy No. K21804, a 20-year endowment
policy, face value of $10,000; (5) United
States of America Adjustment Service Cer-
tificate No. 2662765 maturing June 1, 1945,

C. The following securities in the posses-
sion of the Safekeeping Dspartment of the
Federal Reserve Bank, New York: (1) Cer-
tificate No. G-21 for 20 Units Composite Fund
Serles A, Brooklyn Trust Company; (2) Cer-
tificate No. 37831 for 5 shares of $100 par value
capital stock of Brooklyn Trust Company;
(3) Certificate No. 137627 for 25 shares of $10
par value capital stock of Irving Trust Com-
pany of New York.

D. The following documents presently in
the custody of the Office of Alien Property,
Washington, D. C.. (1) Memorandum re:
status of mortgage and taxes; (2) Recelpted
tax bill for year 1942-43; (3) Deed from Wil-
liam and Ida Kramer to Richard C. Nickelsen
and Peter E. Jappen, dated October 31, 1929;
(4) Deed from Peter E, Jappen and Theresa
Jappen to Richard C. Nickelsen, dated No-
vember 11, 1929; (5) XY.ease between the
Brooklyn Trust Company and Boy Ketelsen,
dated May 11, 1942; (6) Photostatic copy of &
mortgage, date July 17, 1931 from Richard
C. Nickelsen and Jennie H. Nickelsen to the
Brooklyn Trust Company.

Executed at Washington, D. C., on May
12, 1949,

For the Attorney General.

[SEAL] Davib L. BAZELON,
Assistant Attorney General,
Director Office of Alien Property.

[F. R. Doc. 49-3944; Filed, May" 17, 1949;
8:51 a. m.]

STATEMENT OF ORGANIZATION AND DELEGA-
TION OF FINAL AUTHORITY

The statement of orgamzation and
delegations of final authority of the Of-
fice of Alien Property, Department of
Justice, 13 F R. 9605, is hereby amended
by amendment of paragraph 1. (b) (3)
(1) paragraph 1. (b) (56) paragraph
1. (b) (6) paragraph 1. (b) (9) para-
graph 1. (d) paragraph 7, paragraph 11,
paragraph 12, and paragraph 13, and by
amendment of the heading of, and by
i.gdition of a paragraph to, paragraph

1

1. (b) (3) (1) Foreign Funds Section.
Administers controls with respect to

property, over which Jurisdiction has
been transferred by Executive Order No,
9989, and with respect to transactions
relating to such property. It is repre-
sented in the fleld by the New York
Office,

* & » -] *®

1. (b) (5) Litigation Branch. The
Chief, Litlzation Branch, is in charge of
litigation involving all matters in all
courts, except litigation involving estotes
and frusts in courts of first instance.

1. (b) (6) Legal Branch. The Chlef,
Legal Branch, advises the Director with
respect to legal aspeets of office policy
and operation. He also is in charge of
legislation and supervises liguidation of
banking, insurance, and other financlal
institutions under the control of the Of-
fice of Allen Property. In the absence
of the Deputy Director, the Chief, Legal
Branch, is the Acting Deputy Director.

L] )

* * o

1. (0 (9) Compiroller's Branch., 'The
Chief, Comptroller’s Branch, is responsi«
ble for the maintenance of all account-
ing records pertaining to vested prop-
erty, the preparation of financial reports,
the review of financial dato relating to
vested and supervised business enter-
prises, and certain functions related to
the efiectuation of vesting orders and the
custody and receipt of vested property.
He supervises the functions of the Dig-
bursing Officer, who collects, recelves and
deposits currency, checks and drafts paid
to or received by the Office of Alien Prop-
erty in the New York Office, transfers the
proceeds to the account of the Attornoy
General, and makes disbursements by
the issuance of checks in payment of all
expenses of and claims against the Oflice

of Alien Property.
& L * &

1. (@) Requests and inquiries. Rew
quests and inquiries may be addressed
to the Office of Alien Property, Dopart«
ment of Justice, Washington 25, b. C,
Correspondence from the Office In«
cludes reference symbols, use of which
expedites the handling of reply. Per«
sons, who are located near the New
York, San Francisco or Honolulu offices
may address the manager of the fleld
office most convenient to them.

. . . * .

7. Delegation to Chief, Operations
Branch, and others. (a) The Chief, Op-
erations Branch, the Chief, Estates and
Trusts Branch, the Chief, Comptroller's
Branch, the Manager, New York Ofilce,
and the Chief, Collection and Custody
Section, are severally authorized:

(1) To issue any demand, direction, or
Instruction directed to any person, firm
or corporation ,or take any other action
necessary in order to effectuate any vest«
ing order*

(2) To take custody of and to receipt
for any property or interest therein, or
to accept payment, conveyance, transfer,
assignment or delivery made to or for the
account of the Attorney General pursu-
anf to the Trading With the Enemy Act,
as amended;

(3) To direct the execution of trans-
fers of vested property.

(b) The Disbursing Officer is author«
ized to collect, receive and deposit cur-
rency, checks and drafts for the Office of
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Alien Property, to transfer the proceeds
to the account of the Attorney General,
and to make disbursements by the 1ssu~
ance of checks in payment of all neces-
sary and proper expenses of and claums
against the Office of Alien Property.

& & & * L]

11. Delegation to Chuef, Forewgn Funds
Section, and others, concerning blocked
assets. The Manager, New York Office,
the Chief, Foreign Funds Section, the As-
sistant Chaef, Foreign Funds Section, the
Chief, Licensing Unit, Foreign Funds
Section, and the Federal Reserve Bank of
New York are severally authorized to take
action with respect to specific licensing
matters, by granting or denying applica-
tions for specific licenses, and by amend-
ing, modifying, renewing or revoking ex-
isting specific licenses, with respect to the
property over which jurisdiction has been
transferred by Executive Order No. 9939.
The delegation of authority to the Fed-
eral Reserve Bank of New York expires
at mdmeght May 31, 1949.

12. Delegation of authority io certify
documents. The Secretary and the As-
sistant Secretary for Records are sev-
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erally authorized to exerclce the power
vested in the Director to cuthentleate,
certify and attest coples of any hools,
records, papers or other decuments in
the official custody of the Ofilce of Allcn
Property, to certify transcripts under
section 34 (e) or (f) of the Trading With
the Enemy Act, as amended, and to sub-
scribe the Director’s name to such certifi-
cates in his behalf,

13. Delegation of authorily lo male
records araflahle. Unless ctherwice in-
structed by the Director, each Branch
Chief of the Ofiice of Allen Property, the
Manager, New York Ofiice, and the an-
ager, Hawaii Ofilce, In the conduct of
affairs of his Branch or Ofilee, Is author-
ized to make available or disclose ofilcinl
files, documents, records and informa-
tion to applicants in accordance with
Part 503 of the Regulations of the Ofilce
of Alien Property.

14. Delcgation io Chief, Operations
Branch, Chief, Patent Section, and
Chief, Patent Proscculion and Trade-
Marl; Unit. ¢ * ¢

(d) Authority with respect to applica-
tions for registration of trade-morks,

-
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trade-mark reziztrations, and renswals
thercof In the Unitzd States Patent Of-
fice, and authority to cicn all papars filed
or to be filed for the Oicz of Alien Froa-
erty in the United States Patent OSize
whiech are necezzary for the propsr con-
duct of businezs on bzhalf of the Ofice
of Alien Property in matters relating to
trade-marl: rezistrations and applica-
tions therefor, is delezated to th= Chief,
Potent Prosecution and Trade-fiazk
Unit, Patent Szction.

(40 Stat. 411, 55 Stat. 839, Pub. Laws 322,
671, 78th Cong., 60 Staf. 50, 925; 50
U. S. C. and Supp. App. 1, 616; E. O.
9193, July 6, 1942, 3 CFR, 1943 Cum.
Supp., E. 0. 9367, June &, 1815, 3 CER,
1845 Supp., E. O. 9788, Oct. 14, 1946, 3
CFR, 1946 Supp., E. O. 83389, Aug. 20,
1948, 3 CFR, 1243 Supp.)
Executed at Washington, D. C. this
16th day of May 1949, "
[srav] Davip L. Bazerox,
Assistant Atlorney General,
Direetor, Ofice of Alizn Propzity.
[P, B. Dze. 43-3323; Filed, May 18, 1943;
§:43 a. m.}






